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SALES OF COMMERCIAL LIFE INSURANCE IN 
EUROPEAN COMMAND, UNITED STATES ARMY 


TUESDAY, NOVEMBER 9, 1954 


House or 
SUBCOMMITTEE ON Lerense ACTIVITIES OF THE 
COMMITTEE ON ARMED SERVICES, 
Cincinnati, Ohio. 

Report of a hearing before the Subcommittee on Defense Activities 
of the Committee on Armed Services, United States House of Rep- 
resentatives, under authority of House Resolution 125, 83d Congress, 
1st session, had on Tuesday, November 9, 1954, at 10:45 a. m., in 
courtroom No. 1 in the Federal Building, Cincinnati, Ohio. 

Present: William E. Hess, chairman, and F. Edward Hébert. 

Also present: John J. Courtney, chief counsel, and Lloyd R. Kuhn, 
counsel. 

Mr. Hess. The subcommittee willl come to order, please. 

Mr. Courtney, do you have a matter to bring to the attention of this 
subcommittee ¢ 

Mr. Courrnry. Mr. Chairman, in the interval since the committee 
has been in recess there has come to the attention of the subcommittee 
a magazine article in the November issue of Argosy magazine written 
by Mr. Michael Stern, who has gathered material from sources in 
Europe having to do with the conduct of the PX operations in Europe; 
and in particular one portion of the article deals with the subject of 
the sale of insurance in Germany in the European Command. 

We have subpenaed Mr. Stern, who is in this country at the moment, 
and he has consented to come and has appeared this morning in re- 
sponse to that subpena to present to subcommittee the information 
that he has gathered which was the source of the article to which we 
have made reference. 

Now, Mr. Chairman, so the record will be orderly, I would like to 
interpolate in it that portion of the article of Mr. Stern’s to which 
I have made reference which deals with the subject of insurance, its 
sale and the like, and the authorization therefor in the European 
Command of the Army. 

Now, Mr. Chairman, I would also like to interpolate in the record 
a circular letter No. 26, effective September 1, 1953, from the Head- 
quarters of the United States Army, Europe which deals with the 
regulations and licensing of insurance companies and their agents 
in the military command of that area. 

And for comparison, Mr. Chairman, likewise in the record, I would 
like to interpolate a directive of the Department of the Navy dealing 
with the same subject, bearing date of August 1953, effective at the 
same time, for the purpose, Mr. Chairman, of presenting to the com- 
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mittee a wide difference in dealing with the same subject between the 
two commands. 

Mr. Hess. These matters may be made a part of the record. 

(The matters referred to are as follows :) 


[Extract From Argosy Magazine, November 1954 issue, article entitled ‘‘How To Steal 
$8 Million a Year,” written by Michael Stern] 


* * * * 


And then there’s insurance. The companies selling life insurance to GI’s in 
Europe operate within the law, but may well be found hiding behind some 
technicality when pay-off day comes around. What makes the GI’s deal worse 
is that the Army authorities themselves have set him up as a pigeon. 

In order to make clear what the GI is up against, it is necessary to set forth 
a short lesson in insurance. Texas has the most lax insurance laws in the 
United States ; companies there spring up like weeds in a garbage dump. Some 
of them are capitalized for as little as $25,000. Others, which list more impos- 
ing assets, may have taken a $10,000 piece of real estate and arbitrarily given 
it a value on their books of $50,000. These things are not uncommon in Texas. 
The weakness of many companies in that State is such that any disaster, or even 
a little bad luck, kills them off like flies in a cold snap. There are more failures 
of life-insurance companies in Texas than in all the rest of the 48 States 
combined. 

Here’s a sample of the way some of these outfits do business. The National 
Educators Life Insurance Co., of Fort Worth, sold Robert L. Jeffrey, then a 17- 
year old recruit in Camp Stoneman, Calif., a $5,000 policy. The young soldier 
paid his premiums regularly . He wert off to war in Korea. There he was 
killed in action. The insurance company, notified of his death by the Defense 
Department, immediately issued a disclaimer of responsibility on the ground 
that the application for the policy had not been received by its home office, even 
though the company had been regularly cashing in the premiums. To show how 
really fair it was, the company sent Jeffrey’s premiums back to Army author- 
ities. Jeffrey’s father, a farmer of Hamilton, Tex., refused to accept this as 
proper settlement, whereupon a vice president of the company visited him and 
offered him $1,000 to settle his claim in full, after which the elder Jeffrey brought 
suit in the 17th District Court in Texas. A jury handed down a verdict in his 
favor. That was one claim the National Educators Life Insurance Co. paid. 
But it is interesting to note that if the senior Jeffrey had been a farmer in 
Maine his case might never even have come to trial. You can sue the companies 
only in Texas. 

The name of Texas figures very largely in GI insurance in Europe. USAREUR 
Headquarters has permitted an organization of Texas companies known as the 
European Association of Life Underwriters to become the virtual arbiters of 
the soldier-life-insurance business. The president of the organization is Bill T. 
Turner, military agent for—believe it or not—the National Educators Life 
Insurance Co., of Fort Worth, Tex. The real power behind the organization is 
Walter T. O’Haire, an attorney from Pittston, Pa., who is its founder and execu- 
tive secretary, and who is hired on a monthly retainer basis by the very same 
National Educators Life Insurance Co. and four other Texas concerns. Texas 
companies sell 90 percent of all life insurance sold to soldiers in Europe. The 
soldiers are herded into classrooms in their “information and education” lec- 
tures, to make it easier for the so-called salesmen from Texas to make their 
pitch at them. The so-called is used advisedly. Just about the only qualifica- 
tion anybody needs to be licensed as a Texas insurance salesman is to have a 
certificate of residence in that State. And if you think “certificate of residence” 
means what it says, think again. So long a line of salesmen for Texas com- 
panies were showing up at the United States consulate in Frankfurt, asking 
for certificates of residence in Texas, that the vice consul became suspicious. 
The accents of some of them weren't even as close to Texas as Brooklyn. When 
the vice consul asked one “salesman” whether he had ever resided in the United 
States, let alone in Texas, the man answered frankly, no. Shortly afterward 
Mr. O’Haire telephoned the consulate and protested that this was not sufficient 
reason to deny the applicant a certificate of Texas residence; the State of 
Texas, he said, holds that for licensing purposes the mere intent to become a 
resident of the State of Texas is enough. The statements made by some of 
these characters under Army auspices to soldiers of very limited insurance ex- 
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perience could get them jailed under the laws of New York or California, where 
insurance laws are strict. Texas law lets them say almost anything they like. 

A side interest of this same Mr. O’Haire, incidentally, is slot machines. The 
firm he represents, Automata GMBH, 155 Hanauer Landstrasse, Frankfurt, 
owned by another American, has cornered the slot-machine market. They were 
able to do this by convincing a group commander at the Rhein-Main Airport taoat 
it was in the military interest for him to issue them a United States transporta- 
tion form 69 to permit them to import 116 machines into Germany without a 
license or payment of customs duty. The Rhein-Main requirements did not come 
to more than 40, leaving these modern evangelists about 70 instruments with 
which to spread joy among the heathen Germans. Col. Miles W. Brewster, the 
Wiesbaden armchair eagle by whose orders the slot machines were allowed into 
airmen’'s clubs, says he permitted this because it is a painless way of producing 
revenue. That is true, as Frank Costello and Joe Adonis discovered long ago. 

How much does the $0 percent that the Texas companies sell to the GI's 
amount to? The Army professes to keep no records of such sales, but a con- 
servative guess is that they hold at least $50 million worth of policies. What 
bothered me was not only the shaky nature of some of these investments, but the 
disturbing report that other companies could not get Army approval to operate 
in the area at all unless they joined the Texas-dominated association. 

So I went to the office of Lt. Col. Lewis V. Smith, the officer in charge of in- 
surance, and had an interview with him. He was very glad, he said to tell me 
all he could about the business. I asked if he was aware of the insecure nature 
of many of the Texas life-insurance firms. He said that was no concern of his 
because these companies had been cleared by the Pentagon. Did he know that 
some of the companies selling millions of dollars worth of policies to GI’s had 
assets of no more than $25,000? He wasn’t aware of this, he replied, but even if 
they were small companies, they in turn reinsured with large firms. 

Now the word “reinsure” has a solid ring to it and I asked whether or not it 
was true that the reinsured policy sometimes was not a complete coverage of the 
original one. For example, if a small company wanted to be able to advertise 
that all its policies were reinsured yet also wanted to keep the major portion of 
the premiums for itself, it could conditionally reinsure the original policy holder 
so that the reinsurance firm would be liable only if the insured were standing on 
his left foot, facing the rising sun and was trod on by a stampeding herd of 
elephants on an odd day of the week. Under these special conditions the re- 
insurance fee would be a few pennies a year. 

“T don’t know that much about insurance,” Colonel Smith said frankly. “I’m 
an Army officer.” 

“Have you ever seen a reinsurance contract?” 

“TI never saw a reinsurance policy in my life,” he said. “That's not part of 
my job.” 

“Ts it true that the European Association pf Life Underwriters is the dictator 
of GI life insurance in Europe?” 

“That’s not true at all. Iam the final authority.” 

“Tam told that it is impossible for an agent to do business in Europe unless he 
joins this association.” 

“That’s not correct. Only I have the authority to license an agent.” 

I asked if there were any agents licensed to operate who were not members 
of the association. Colonel Smith confessed that there weren’t. It so happened 
that an agent from a large American company incorporated in the States of 
Washington and California who did not want to be tarred by association with the 
Texas group had told me he could not get accredited by the Army because Colonel 
Smith was putting all sorts of difficulties in his path in an effort to force him 
into joining. The colonel didn’t think this was quite accurate, but on closer 
questioning he admitted that if anyone brought in a letter from the association 
giving him clearance as an agent, the man would get his license to sell to the 
troops by return mail. If an agent tried to get the colonel’s clearance without 
joining the association, however, the colonel would have to make an independent 
investigation of him. 

“And how would you investigate him?” I asked. 

“Why, I'd write a letter to the association and ask them to make an inves- 
tigation.” 

“How do you police the insurance business in Europe?” 

“Only through the association.” 

That seemed to take care of that. God have mercy on the poor GI. 
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CIRCULAR NO, 26 


HEADQUARTERS UNITED STATES ARMY, EUROPE, 
APO 403, 1 August 1958. 


(Effective 1 September 1953) 


COMMERCIAL Lirg INSURANCE 


1. Reference: SR 600-100-383. 

2. Applicability: This directive is applicable to all U. 8. armed forces in 
Germany and civilian employees thereof. 

3. Purpose: The purpose of this circular is to establish a uniform policy and 
the procedures governing commercial life-insurance solicitation and transactions 
within the U. S. area of responsibility in Germany (incl Western Area Comd), 
and to prescribe the minimum control which will be exercised by commanders 
in that field. 

4. General: It is the general policy of this headquarters that military and 
civilian personnel of the U. S. armed forces in Germany who desire help in the 
purchase of commercial life insurance and/or the planning of their commercial 
life-insurance needs will be afforded an opportunity to obtain proper and legiti- 
mate assistance from qualified insurance agents, in a manner which will not 
interfere in any way with military or official duties or functions. 4 

5. Registration and Recognition of Life-Insurance Companies: a. No com- 
mercial life-insurance company may engage in business in Germany with military 
and civilian personnel of the U. 8. armed forces (other than by mail) without 
prior clearance from this headquarters. Such clearance will be issued in the 
form shown in Annex A. (AIl letters of clearance issued in accordance with 
EUCOM letters, AG 019 GPA-AGO, 5 June 1952, and 17 July 1952, subject: 
“Commercial Life-Insurance Solicitation,” will be null and void as of the effective 
date of this circular.) 

b. An application for clearance will be in writing, addressed to this head- 
quarters (Attn: G1) and will be accompanied by the following: 

(1) Copy of State (or District of Columbia) license or charter under 
which the company operates. 

(2) Latest certified statement of financial condition of the company. 

(3) Clearance from the German Government to engage in business in 
Germany. 

(4) Proof that the company has been duly licensed and actively engaged 
in the life-insurance business for a period of at least 2 years prior to date 
of application or, in lieu thereof, satisfactory evidence of a 100-percent 
reinsuring agreement with a substantially larger, well established life- 
insurance company. 

ec. A company in possession of a walid letter of clearance issued by this head- 
quarters in accordance with the provisions of this paragraph which desires to 
engage in business with Air Force personnel stationed in Germany also will 
obtain a letter of clearance from Headquarters USAFE (Attn: EPPS—B), in the 
manner herein prescribed. 

da. Letters of clearance may be suspended or revoked at any time because of 
activities by a company (or its agents) which are considered to be to the detri- 
ment of the best interests of personnel of the U. S. armed forces in Germany. 

6. Responsibilities of Companies Recognized by United States Army, Europe: be 
A commercial life-insurance company which has been registered with, and rec- 
ognized by, this headquarters and which has been issued a letter in the form 
shown in Annex A to that effect will, by acceptance thereof, insure compliance 
with the following stipulations and conditions: 

a. The company will be fully responsible and accountable for all activities e 
of its general agent and soliciting agents. 

b. Each company will be represented by a fully qualified, responsible, and 
acceptable general agent who will be fully responsible and accountable to this 
headquarters on behalf of the company represented for all activities of any 
soliciting agent or employees representing the company in commercial life-insur- 
ance transactions with U. S. armed forces personnel in Germany. 

ce. No company will be represented by more than 1 general agent and 6 active 
soliciting agents at any one time. 

d. Each soliciting agent will be assigned (by his general agent) a definite 
and permanent area for operations which will correspond to geographical com- 
mand boundaries, where possible, and which will not overlap. 
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e, No general agent will represent more than two commercial life-insurance 
companies at any one time. 

7. Logistical Support: No life-insurance company or its agents will be fur- 
nished any type of logistical support, the use of any facilities, or the right to 
receive, possess, or negotiate military payment certificates. 


BUPERS 1741.4 
Vers—CG22-ewk 
MarCorps DK 
14 August 1953 


DEPARTMENT OF THE NAvy, BUREAU OF NAVAL PERSONNEL, 
AND HEADQUARTERS, U. 8S. MARINE CORPS, 
Wushington 25, D. C. 
BuPers INstTrucrion 1741.4 


From: Chief of Naval Personnel, 
Commandant of the Marine Corps. 
To: All Ships and Stations. 
Subj: Solicitation of commercial life insurance aboard military installations. 
Ref: (a) Department of Defense Directive 1344.1 of 19 December 1951. 
(b) Assistant Secretary of Defense memorandum to the Secretaries of the 
Army, Navy, and Air Force dtd 27 May 538 
(ec) U S. Navy Regulations, 1948, article 0734. 

1. Purpose—tThe purpose of this Instruction is to promulgate the conditions 
under which commercial insurance companies and their agents may be allowed 
to solicit commercial life insurance aboard military installations. 

2. General.—Reference (a) sets forth the conditions prescribed by the De- 
partment of Defense for authorizing solicitation of commercial life insurance 
on military installations. Reports from many sources indicate that reference 
(a), and the implementation thereof, has not adequately protected military per- 
sonel in the matter of solicitation of commercial life insurance on military in- 
stallations. As a consequence, the supervision of the solicitation of commercial 
life insurance on military installations has been severely criticized. The pri- 
mary purpose of reference (b) is to strengthen and tighten up the administration 
of the method of supervising the solicitation of commercial life insurance on 
military installations. If adequate protection for service personnel is not ob- 
tained, the Department of Defense will further consider the banning of the so- 
licitation of commercial life insurance on military installations. 

3. Minimum Requirements for Life Insurance Companies and Their Agents.— 
The minimum requirements for life insurance policies offered by insurance com- 
panies and their agents soliciting military service personnel on military instal- 
lations will be as follows: 

a. Life insurance policies offered to military service personnel on military in- 
stallations shall have reserves at least equal to those produced by the Commis- 
sioners Reserve Valuation Method as defined in the Standard Valuation Law 
when calculated according to the Commissioners 1941 Standard Ordinary Mor- 
tality Table, with interest at a rate not in excess of 314 percent per annum. 
Such policies must provide cash and nonforfeiture values at least equal to the 
minimum values required by the Standard Nonforfeiture law as approved by the 
National Association of Insurance Commissioners at its December 1942 meeting, 
and, further, must comply with the interpretations of the “working committee 
on Standard Nonforfeiture and Valuation Laws to Life Insurance Committee, 
National Association of Insurance Commissioners,” commonly known as the 
Hooker Committee. This information may be obtained from the State In- 
surance Commissioners from the State in which the military installation is 
located 

b. The existence of exclusion or restrictive clauses or provisions of the fol- 
lowing will be plainly indicated on the face of the policy: War Clauses; Geo- 
graphic Limitations; Aviation Exclusion Provisions. This may be accomplished 
by means of a rubber stamp. 

ec. All companies selling participating policies must clearly indicate on all 
literature referring to dividends that the dividends are estimates and not 
guaranteed. 
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d. Life insurance agents must leave with the applicant and the unit insurance 
officer information regarding the policy applied for indicating: 

(1) Name and address of company. 

(2) Name and address of agent. 

(3) Type of policy. 

(4) Face amount of policy. 

(5) Premium. 

(6) Death benefit, guaranteed cash value, extended insurance, pure en- 
dowment (if any) at the end of the first to fifth years, inclusive, and the 
tenth, fifteenth, and twentieth years. 

(7) List of all exclusion provisions which might he incorporated in the 
policy, such as War Clauses, Aviation Exclusion Provisions, ete 

4. Minimum Requirements for Commanding Officers.—The wide variety of con- 
ditions which exist with respect to concurrent jurisdiction over various instal- 
lations by Federal and State Governments, and the diverse regulatory require- 
ments for commercial insurance companies, require that regulations governing 
solicitations for insurance contracts be made locally. Commanding Officers 
should take full advantage of the expert knowledge and experience of the local 
State Insurance Commissioners. Similarly, guidance should be sought from re- 
liable insurance experts in their vicinity, as well as local business bureaus. Such 
advice should be sought from a local level rather than a departmental or national 
level. However, the minimum control which will be exercised by Commanding 4 
Officers over solicitation by life insurance agents is as follows: 

a. Adhere strictly to the provisions of reference (c). 

b. Assure that paragraph 3 of this instruction is complied with. 

ec. Commanders of installations over which exclusive jurisdiction has been ceded 
to the United States will permit solicitation of commercial life insurance on 
their installations if both the company and its agents are licensed in any State 
or the District of Columbia. However, in those cases where the State has re- 
tained exclusive or concurrent jurisdiction over the installation, the company 
and its agents must qualify under the laws of that State prior to soliciting 
business on the installation. 

d. There will be no solicitation of recruits, basic trainees, or personnel as- 
signed to replacement drafts. 

e. There will be no solicitation of personnel being processed at ports of em- 
barkation except by written appointment. 

f. There will be no solicitation before a “captive audience.’ Agents will not 
be permitted to address or attend meetings, classes, or mass formations, or any 
other assembly of Navy or Marine Corps personnel. It is immaterial that such 
assembly is for other purposes and the agent’s appearance is incidental. 

ge. There will be no solicitation which will interfere with military duty. 

h. No emoluments will be offered to or accepted by military or civilian per- 
sonnel employed by a military department to facilitate transactions. 

i. Commanding officers will regulate solicitation within their commands, avoid- 
ing discriminatory practices. 

j. The official use of allotment authorization forms reproduced by a non- 

Wederal agency or any official form bearing an unauthorized overprint is pro- 
hibited. Personnel officers and disbursing officers will not certify any such forms. 

k. No member of the Armed Forces on active duty will represent any com- 
mercial insurance company or person for the solicitation or sale of insurance 
or any installation with or without compensation. “ 

1. Commanding officers are advised of the importance of their responsibilities 
in connection with with the solicitation of commercial life insurance on military 
installations and will actively supervise the activities of their insurances officers. 

m. Commanding officers will require all companies authorized to offer life in- 
surance to military personnel on military installations to submit a notarized e 
letter signed by the president or vice president of said company, listing all poli- 
cies together with their form numbers and a statement that only the policies 
listed are to be offered on such military installations, and that such policies 
comply wih paragraph 8 of this Instruction. 

5. Violation of Regulations——Commanding officers shall report any abuse 
concerning the solicitation of life insurance that come to their attention to the 
Chief of Naval Personnel, or the Commandant of the Marine Corps (Code DK) as 
appropriate. Where the State has retained exclusive or concurrent jurisdiction 
over the installation, the commanding officer shall, in addition, report the fore- 
going to the Insurance Commissioner of that State. The Chief of Naval Per- 
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sonnel or the Commandant of the Marine Corps may, if it is determined that 
the agent was involved in fraudulent, unethical, or other conduct harmful to the 
best interests of the military personnel, and after affording the agent an op- 
portunity to be heard, initiate the appropriate action to ban the agent from all 
activities of the Naval Establishment and to inform the other military depart- 
ments and the Insurance Commissioner of the State of domicile of the company 
involved. 

6. Effective Areas and Date.—This Instruction will apply to the continental 
United States, its territories and military bases overseas. It will become ef- 
fective as of 25 August 1953. 

J. L. Hottoway, Jr., 
Chief of Naval Personnel. 
R. H. Rrocery, Jr., 
(By direction). 

Mr. Courtney. Mr. Chairman, we will have occasion to refer to the 
subjects afterward. 

Now, I think Mr. Stern is here. He is ready to be sworn, Mr. Chair- 
man. He is under subpena from the committee. 

Now, Mr. Chairman, may the record show that the subcommittee 
convenes pursuant to the authority conferred on it in House Resolution 
125 and the precepts of the chairman of the Armed Services Com- 
mittee by authority of that committee, all of which are contained in 
the pamphlet of the organization and jurisdiction of this committee. 

And may the record also show, Mr. Chairman, that pursuant to the 
precept of June 6, 1953, yourself as chairman and Congressman Hébert 
have been designated to conduct this hearing, in accordance with the 
authority conferred, and that there are therefore present a quorum of 
the subcommittee for the purpose of conducting this hearing. 

Mr. Chairman, I have handed to the witnesses under subpena this 
morning copies of the rules of the subcommittee and of the pertinent 
documents in relation to the authority of the subcommittee for them 
to familiarize themselves with it. After they have been sworn, Mr. 
Chairman, I would ask leave to ask questions with respect to their 
rights. 

Mr. Hess. Mr. Stern, will you raise your right hand, please ? 

(Michael Stern, called as a witness by the subcommittee, being first 
duly sworn, was examined and testified as follows: ) 


TESTIMONY OF MICHAEL STERN 


Mr. Courtney. Now, Mr. Stern, a quorum of the subcommittee be- 
ing present and you having taken oath in response to the subpena which 
has been served upon you by the subcommittee, are you familiar with 
the rules of the subcommittee ? 

Mr. Stern. Iam. 

Mr. Courtney. You are familiar with your rights as a witness? 

Mr. Stern. Iam. 

Mr. Courtney. The right to counsel ? 

Mr. Stern. [ Nodding. | 

Mr. Courrney. And the other pertinent matters respecting your 
own testimony? You are familiar also with your rights under the 
fifth amendment of the Constitution ? 

Mr. Stern. Iam. 

Mr. Courrney. Mr. Stern, you have written an article which was 
published in the Argosy magazine, the November 1954 issue, and you 
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have heard the preliminary statement made to the chairman. I take 
it that you have a prepared statement 

Mr. Srern. May I identify myself? ‘ 

Mr. Courtney. First identify yourself and then proceed with your 
statement. 

Mr. Srern. My name is Michael Stern and I reside at the Villa 
Spiega at 237 Via Treonfalt in Rome, Italy; and I have come here 
to Cincinnati in answer to a subpena served on me by this committee. 
May I say that I welcome the opportunity to speak to this committee. 

May I say that mystery and secrecy, when dealing with public funds 
and when the security of the Nation is not involved, can only breathe 
suspicion and distrust. When the welfare of the common soldier is 
concerned it becomes a matter of national importance, because when 
the soldier enters the United States Army, either voluntarily or 
through the draft, the Army undertakes to provide for him and for his 
welfare as prescribed by law. ms 

The American journalists, in keeping with the tradition of our Na- 
tion, are charged with being the public eyes and the public voice when 
possible inequities by Government officials may be.suspected ; and the 
American newspaper and magazine and the American journalist have 
always been the bulwark of protection for our freedoms because we 
can bring to light as the people’s representatives—excuse me—before 
the people’s representatives, which is the Congress and the President, 
matters which otherwise might escape their notice. 

As a correspondent in Europe, for a long time I had heard that the 
common soldier in the United States Army in Germany had been the 
victim of the greatest ring of international thieves and swindlers in 
the Army’s entire history. 

The soldier had no means of protecting his own interests. Army 
rules rightfully demand discipline; and any soldier who dares to pro- 
test against practices which might have aroused his suspicions often 
found himself regretful that he had ever opened his mouth. When 
anyone dares to question anything in USAREUR he soon learns it’s 
safer to keep quiet and suffer the inequity. 

As an American journalist, I felt it was my duty to fight for the 
rights of man, in this case the common soldier and his family. 

I don’t propose today to go into the post exchange scandals and 
swindles which have given America its worst black name in all of 
Europe. To do business with our post exchanges, all businessmen, 
whether American or European, know one thing, unless you know the 
right people and the strange way in which they do business with the 
PX’s you cannot get in. 

Some of this material is in my article in the current issue—in the 
November issue of Argosy magazine under the title “How To Steal 
$8 Million a Year; the Inside Story of the United States Army’s 
Biggest Swindle.” 

_ The worst part is that the Americans involved, both military and 
civilian, are still scot free. ef have all of their ill-gotten gains 
and hardly furnish an example o what a free government should do 
to protect its citizens, whether soldiers or not, and its good name 
abroad. 

Today I would like to report to the committee on matters other than 
the post exchanges in Germany which require a careful look by the 
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Congress and by its watchdog committees. I am sure that if the, 
President of the United States, as an old soldier himself, were aware 
of the true facts, he would immediately order a Presidential inquiry 
to work side by side with your congressional investigations. 

In any matter of the injustice which goes on in Germany, in our 
Army, there is always one glib explanation: “They need the money 
for the welfare fund”; and everyone is afraid to ask exactly whose 
welfare the fund is for. The welfare fund is supposed to build schools 
and do other things for the common soldier and his family, but nobody 
can find out exactly what it does do; how much money it does receive ; 
how much money it does spend, and whether all of these expenditures 
and luxuries are justified. 

The United States Army undertakes to provide for the soldier 
and his family while he is in the service, not vice versa. The Congress 
appropriates billions of dollars each year for our Army, but the wel- 
fare fund and all its suspicious secrecy is not Army money. It is 
money taken from the soldier, money for which the soldier has worked 
and which he has honestly earned; but the welfare fund is maintained 
by special taxation of the soldier. 

In USAREUR they deny that it’s taxation. They call it a markup, 
a percentage which they add to food, post-exchange items, liquor, and 
so on, for which the soldier pays, and which he must buy only in 
Army-managed monopoly stores. 

From what I found out and wrote in Argosy magazine about what 
happens to this tax money and the markup in the USAREUR, how 
Government employees under Army jurisdiction have made fortunes 
through illegal deals and bribery, it is clearly indicated that the Con- 
gress, as the representatives of the people and of these very soldiers, 
ought to step in and bring the full truth to light, regardless of whom 
it may hurt. 

Aside from the post exchanges, which the Army now claims is 
cleaned up but which actually proceeds exactly as it did before, my 
recommendation would be that this congressional committee inquire 
deeply into the following categories: Into the welfare fund itself, 
which is the explanation for everything that goes on in nonmilitary 
operations; the manner in which insurance is sold to the troops; 
the use of slot machines; and finally, the sale of liquor and the manner 
in which it is conducted to the United States forces in Europe. 

I have discussed the welfare fund here briefly. I have told you about 
the old Army game, the excuse being, “We need it for the welfare 
fund.” In that case let the figures about the welfare fund be made 
public, not only for today, but for the past 5 years. It’s tax money 
paid by the soldier. Why can’t we all know about it? It has nothing 
to do with our national security or our national defense. 

On the subject of liquor, I personally asked the chief liquor officer, 
Floyd Oliphant, pertinent questions, which I hope to enlarge on later 
under the committee’s questioning. 

Colonel Oliphant said that this represented an Army secret. What 
is the secret? Whose money is it that Colonel Oliphant spends? Is 
Colonel Oliphant the trustee for the soldiers’ money or not, and, if not, 
whom does he represent? Is there favoritism in the purchases of 
supplies by this officer? 
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In America Corrado’s Handbook for Liquor Marketing of 1954, a 
top authority, shows that Canadian whiskies sell 4.1 percent of all 
liquor sales in our domestic markets. In USAREUR the Canadian 
liquor sells over 60 percent of all whiskey sales. Perhaps you ought 
to check into Septiletions governing this nonmilitary operation in 
Germany. It appears to defy every principle and law laid down by 
the United States Congress. 

Canadian whiskies sell 4.1 percent in the United States because 
they are the highest in price in our market. That’s because Con- 
gress protects domestic industry as a basie principle. In USAREUR 
the same Colonel Oliphant issued orders on July 30, 1954, that Cana- 
dian whiskies would be the lowest price and American whiskies 
the highest price. 

Can that account for the vast difference between the 4 percent Amer- 
ican sales and the 60 percent sales to Americans in Germany? Why 
did he make such on order? Who says that it is right to flaunt the 
laws laid down by Congress? We ought to know and pinpoint the 
exact responsibility. This same man, Oliphant, will not even bargain 
for better wholesale price on behalf of the soldier unless it is someone 
who is on the “in.” 

It’s thus that the soldier does not get. what he wants but what he is 
practically forced to buy. There are those who have gotten out very 
quietly from jobs that they have held as purchasing authorities for 
our forces in Europe. Why aren’t their bank accounts being checked ? 
Why have American Army officers and American civilian Government 
employees been so amazingly friendly to foreign industries at the 
expense of American industry, and at the expense of our own soldiers ? 

If Government officials can go to jail for scandals in Federal Hous- 
ing, why can we not make at least the true facts come out about the 
greatest scandal in America and under the American flag? Most 
of the people there are honest, but many are afraid, and afraid to talk. 
The top brass either doesn’t know what is going on or doesn’t care. 

I say that each American soldier is an American citizen, wherever 
he may be stationed under the American flag and that he is entitled 
to the same protection when his own money is involved that any other 
American citizen is entitled to. In fact, he deserves more protection 
because he is serving his country. 

Mr. Courtney. Now, Mr. Stern, the references in your article to 
which reference has been made concerning the post exchange opera- 
tions are, if I may observe, Mr. Chairman, rather complete ; and I take 
it that you have verified in your personal investigation the material 
which you have reproduced here by original investigation in the field 

Mr. Srern. I have. I investigated this setup by traveling through 
Italy, the post exchanges in Italy, in Austria, in Germany and France. 

Mr. Courtney. Now, just so we may have a little better background 
of you in the record, how long have you been a correspondent in 
Europe? 

Mr. Srern. I have been a correspondent in Europe for 12 years, con- 
tinuously, both as a war correspondent and as a foreign correspondent. 

Mr. Courrney. And prior to that you had been in the newspaper 
business all of your 

Mr. Srern. I have been a newspaperman for the last 25 years con- 
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Mr. Courtney. Now, directing your attention to the subject that 
we would like to pursue this morning, if the chairman doesn’t foreclose 
any other inquiries or any other facets of this inquiry to which you 
have made reference; but so that we may gather everything on one 
subject at one time: 

Mr. Stern, would you tell us what you found out with respect to 
the sale of life insurance in the various concerns in the European 
Command and over how long a period your investigation continued 
and your experience in connection with it? 

Mr. Srern. I learned that there was a single organization in 
Frankfurt that had ezarlike powers over the sale of life insurance to 
the troops; that no person not a member of this organization could 
sell life insurance to the troops. 

Mr. Courtney. Now, the name of that organization is? 

Mr. Srern. The name of that organization is the European As- 
sociation of Life Underwriters. Now, I checked further into that 
to see why there was any need for an association of this sort, and 
learned that insurance agents found that there was a ripe market 
among troops for protection of this kind—— 

Mr. Courrney. You mean for the sale of insurance ? 

Mr. Srern. For the sale of insurance. And that fortunes, lit- 
erally fortunes, could be made by agents. And so, with all this money 
around, many of them took to unscrupulous means in securing the 
largest possible number of policies. 

Mr. Courtney. Well, now, what did you find out with respect to this 
particular association to which you have made reference / 

Mr. Srern. This association was brought into being at the direct 
instigation of four companies licensed under Texas law, who had hired 
an American attorney named O’Haire. 

Mr. Courtney. Is he the Walter T. O’Haire who is referred to in 
your article? 

Mr. Stern. Yes: Walter O’Haire, referred to in my article. 

Mr. Courtney. And I think you mentioned the names of the four 
companies, did you not, in your article? I am sorry; you mentioned 
only one. 

Mr. Srern. I don’t believe I mentioned the names of the four com- 
panies who hired him to set up this affair. 

Mr. Courtney. Do you have the names of those companies? 

Mr. Stern. I do not have them in my notes presently, but Mr. 
O’Haire gave me the names of these companies. Mr. O’Haire visited 
me in my hotel, at the Frankfurter Hof in Frankfurt, and asked that 
he be heard while I was investigating the insurance setup, and in- 
formed me that he had done this at the instigation and receiving a 
regular monthly stipend from these four companies. 

Mr. Courtney. Now, is O’Haire an American national ? 

Mr. Stern. O’Haire is an American attorney from, I believe, Pitts- 
field, Pa. ; 

Mr. Courtney. Your article says Pittston. 

Mr. Stern. Or Pittston, Pa. 

Mr. Courtney. Did you learn about what time this association was 
formed ? 

Mr. Stern. Yes; this association was formed about a vear ago. 

Mr. About a year ago? 
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Mr. Srern. Yes. 

Mr. Courrney. Now, with respect to the operations of this associa- 
tion as you found it, what did you learn as to whether or not the mem- 
bership was exclusive and what particular rights were given, if any, 
to members of the association as against other agents? 

Mr. Hess. Just before you get there, Mr. Courtney: Do I under- 
stand, Mr. Stern, that there are just four companies who are a party 
to this organization known as the European Association of Life 
Underwriters? 

Mr. Srern. No. There are 1, 2 [counting] through 14. There are 
14 companies that are members of this association. 

Mr. Hess. Did I understand you to say that those are the only com- 
panies that are permitted by the Army regulations to write insurance 
for the boys ? 

Mr. Stern. Not by Army regulations, but by Army practice. The 
regulations say nothing about an association of this sort. They say 
merely that the Army will police this matter by themselves. And there 
is a Lieutenant Colonel Smith who holds the office of insurance for 
USAREUR, who supposedly is the person to see that agents don’t 
overstep their bounds, that they sell insurance under the established 
laws of our country and the procedure of the Army. 

Mr. Hess. Now, Lieutenant Colonel Smith then recognizes only this 
group of companies ? 

Mr. Stern. That’s right. 

Mr. Courrnry. Now, did you find that out from original investiga- 
tion in person ? 

Mr. Srern. I not only found that out through original investigation 
and through interviews with Colonel Smith, but I discovered it in 
actual practice where a man representing a company, which I under- 
stand is far more solid than any of the—so far as its assets and so on 
is concerned—when he tried to sell insurance and had refused to join 
this association, his license to sell to the troops was held up. 

The colonel himself said, “Why don’t you go to the association? 
They will write a letter for you.” 

Because he refused to belong to the association a permit to sell 
insurance was refused him. 

Mr. Courrney. Now, Mr. Stern, you are familiar with this circular 
No. 26 which has been introduced here in the record ¢ 

Mr. Stern. Yes. 

Mr. Courrney. And you have compared the statements that you 
made in your article with the requirements as set forth in this circular ? 

Mr. Stern. I have. 

Mr. Courrney. And it is on that basis you state there is nothing in 
the regulations in the Army which prescribe the joining of an associa- 
tion or limits the sale to members of a particular association ¢ 

Mr. Srern. That is correct. May I say that when I spoke to Colonel 
Smith and asked him why he went outside of his own regulations to 
police the industry, he said, “Well, that is not so. I, Colonel Smith, 
am in sole command.” 

I therefore asked him, “What would you do if an agent appeared 
before you and asked for a license to sell insurance ?” 

He said that, “Well, I would investigate him before I gave him his 
license.” 
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“Tell me, Colonel, how would you investigate him ?’ 

He said, “Well, I would write a letter to the European Association 
of Life Underwriters.” 

“Well now, supposing this man does not want to be a member of 
this association ?” 

Mr. Courtney. This is your question to Smith / 

Mr. Srern. Yes. And Colonel Smith said, “Well, then I would 
investigate him myself.” 

I said, “What means do you have, Colonel, of investigating him 
by yourself / You have just told me that you're short-h: anded, that 
you are in this office all alone.” 

He said, “Well, I would call the association and ask them on a 
friendly basis to investigate the agent.” 

I said, “Well now, supposing the association doesn’t like this man 
because he doesn’t want to join their group, and supposing they didn’t 
answer you?” 

“Well,” he says, “I then would go ahead with my own investigation.” 

I said, “What would that be, Colonel?” 

He said, “Well, I have no means of investigating.” 

I said, “Well, fine. Supposing then we go back to your European 
Association of Life Underwriters and they say, ‘Yes, we will inves- 
tigate him for you, Colonel’; but supposing they wait a year or 
2 years?” 

The colonel said, “Then I would know they aren’t playing straight 
with me.” 

I said, “Supposing they wait a year, would they be playing straight 
with you then?” 

He said, “Well, it’s difficult to draw limit on the time.” 

Mr. Courrney. Anything else occur in that interview 4 

Mr. Stern. Several things; but it all came down to the same thing, 
that the colonel, in spite of not wishing to say directly that he depends 
wholly on this group for policing the insurance bus siness, in spite of 
not wanting to say it directly, indirectly confirmed it. 

I at that time ran across a person named Reichstein, Stuart Reich- 
stein, who I questioned at great length about this situation, he being 
an agent who had tried to secure his license there without joining 
this association. 

I understand from him that he was called in by Colonel Smith— 
or rather made a visit to Colonel Smith—who upbraided him for 
having spoken to me, and that this formed part of the reason for 
him being denied a permit to sell insurance in Germany. 

Mr. Courtney. You had interviewed Reichstein ¢ 

Mr. Srern. I did. 

Mr. Courtney. And following your interview and the publication 
of your article his permit was denied or withdrawn ? 

Mr. Srern. His application for permit was denied. 

Mr. Covurrney. Did Colonel Smith ever discuss with you any inter- 
views you might have had with agents or Army personnel ? 

Mr. Srern. He discussed interviews that I had with Mr. Reich- 
stein, and he said he can save himself a good deal of bother if he 
went through the association. 

Mr. O’Haire told me that it would be a ver y simple thing for him 
to get his license; all he need do is ask Mr. O’Haire to write a letter 


55591—54 


2 


i ‘ 


14 SALES OF COMMERCIAL LIFE INSURANCE 


and by return mail he would have his license to sell insurance to the 
troops. This statement was made to me in the presence of one other. 

Mr. Courtney. Mr. Stern, so that our record may be complete, you 
have indicated that 11—14; I am sorry—14 companies are members 
of this association, and you have been reading from what appears to 
be an advertisement in the paper. 

Mr. Stern. This is an advertisement in the Army newspaper called 
the Overseas Weekly, an advertisement that the association itself has 
taken, in which they list the names of these companies. 

I think that you will find that this indicates that of the 14 companies 
who are members, 12, I believe, are Texas companies. 

Mr. H&éserr. May I suggest that the witness read those names into 
the record and whether they are Texas or not. 

Mr. Srern. Right. American Investors Life Insurance Co., Dal- 
las, Tex.; American Savings Life Insurance Co., Fort Worth, Tex. ; 
American Standard Life Insurance Co., Fort Worth, Tex.; American 
United Services Insurance Co., Houston, Tex.; Bankers Life Insur- 
ance Co., Dallas, Tex.; Gibraltar Life Insurance Co., Dallas, Tex.—I 
think you will note that the names all have a ring of solidity—Great 
Northwest Life Insurance Co., Phoenix, Ariz.; International Fidelity 
Insurance Co., Dallas, Tex.; Life Insurance Society of America, Bir- 
mingham, Ala.; Midcontinent Life Insurance Co., Fort Worth, Tex.; 
National Educators Life Insurance Co., Fort Worth, Tex.; Pioneer 
Life Insurance Co., Houston, Tex.; Service Life Insurance Co., Fort 
Worth, Tex. 

I should like to state that my first concern over the insurance setup 
was not the fact that there was an outside body that set itself up as 
a czar in the insurance business for soldiers, but rather the following, 
which I read from Time magazine of May 31, 1954: 

Texas, which places a premium on superlatives, has the worst insurance laws 
in the Nation. Because of poor enforcement, anybody in the State can get a 
short-term loan for $10,000; anyone who can get a short-term loan for $10,000 
can start an insurance company. There is nothing to prevent a promoter from 
writing up his assets far beyond actual value and, on this inflated base, selling 
stock and insurance. By such devices he can build a company up from nothing, 
sell out and take a capital gain. For these reasons Texas now has 1,884 insurance 
companies, more than all other States combined, and insurance is the State's 
second biggest business (after oil). Many of the promoters, for lack of a better 
corporate name, borrow a respected one from Britain: Lloyd's. In the last 16 
months 10 Texas insurance companies have gone broke; others are tottering. 

Mr. Courtney. That’s the end of the quotation ? 

Mr. Stern. That’s the end of the quotation. There are instances 
given further in the article where people buy a building for $10,000, 
write it up as a $200,000 asset, and then advertise as a company with a 
quarter of a million dollars worth of assets. 

I learned that some of these life-insurance companies were capital- 
ized for $25,000, Yet these companies, capitalized at $25,000, were 
selling insurance to the troops for many, many, many millions of 
dollars. 

Mr. Hess. These are the companies that you read off here? 

Mr. Srern. Yes. When I asked Colonel Smith to tell me what each 
company was capitalized at, he said he didn’t know; but he said he 
thought he might have this in his records. When he couldn’t find 
it in his records he said: “Well, that’s not a matter of any concern 
of mine. These companies are processed by the Pentagon, and the 
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Pentagon says whether or not they are entitled to sell insurance. I 
merely police the actual selling of the policies to the troops.” 

Parenthetically I asked him: “How. much do these companies sell 
to the troops?” 

He said: “We have absolutely no way of knowing.” 

Mr. Courrney. Now, Mr. Stern, are the premiums paid by allot- 
ment so far as your investigation goes / 

Mr. Srern. Yes, they are; and I would like to bring up at least 
one case. Nobody can say how many claims are pending against 
these companies. I will give an instance. 

A GI buysa policy from one o7 these Texas companies. The name of 
one of them—I will give a specific case—is Pvt. Robert L. Jeffrey. 
Private Jeffrey bought a policy from the National Educators Life 
Insurance Co., of Fort Worth. Money for the premiums was taken 
from his pay by the Army and sent on to the company. 

Three years later, 3 years during which time this company cashed 
in his premiums, Jeffrey was killed in action in Korea, and his father 
was notified that his son—that the insurance on his son would not be 
paid because the application for the policy had never reached the 
company. Whereupon a vice president of the company visited Jef- 
frey’s father, because he raised a fuss, and otlered him $1,000 not, he 
pointed out carefully, because he felt there was any legal obligation 
to pay, but rather to quiet the matter. 

Now, if Jeifrey had not been a Texan, as the great majority of 
those who buy these policies aren’t—if he had not been a Texan, the 
beneficiary of that policy would have been forced to go to Texas to 
sue. In this case the father of Private Jeffrey sued, and the court 
awarded the verdict to the father of the private. 

Mr. Hess. Do I understand you to say, Mr. Stern, that the Army 
withholds from the paycheck of the GL monthly or quarterly or semi- 
annually or annually a certain amount of money to pay the premium 
on an insurance policy which has been taken out ? 

Mr. Srern. Yes, sir. 

Mr. Hess. Is that done under Army regulation? Do you know? 

Mr. Stern. I believe so. I have not seen the exact regulation, but 
1 think it is done under Army regulation, worldwide. 

Mr. Hess. Is the insurance company made to pay a certain amount 
of money for that service ? 

Mr. Srern. No. 

Mr. Hess. So that the Army assumes that added service for a group 
of insurance companies such as you have mentioned here ? 

Mr. Srern. Yes. 

Mr. Courtney. Mr. Chairman, if I may interpolate right there on 
that subject, I read from circular 26 under paragraph 7, “Logis- 
tical Support,” these words: 

No life-insurance company or its agents will be furnished any type of logistical 
support, the use of any facilities, or the right to receive, possess, or negotiate 
military payment certificates. 

Mr. Heéserr. Mr. Stern, in view of what Mr. Courtney has read you 
and your statement that there is a checkotf system, the same as a union 
checkoff system, do you know it to be a fact that this money is withheld 
from the soldiers’ pay? How do you know it to be a fact ? 

Mr. Srern. From interview with both agents and GI’s who have 
insurance. 
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Mr. Héserr. The GI's told you that the money was withheld ¢ 

Mr. Srern. Right. 

Mr. Héverr. And you base that statement on what they told you 

Mr. Srern. On that, ves. I have not seen the regulation, but 1 had 
no reason to disbelieve what I was told. 

Mr. Heéserr. He read the regulation. 

Mr. Courrnry. Mr. Chairman, I can clarify it. 

Mr. Hess. Just a minute. Let me say this: You mentioned this 
Jeffrey case 

Mr. Srern. Yes. 

Mr. Hess. I believe vou mentioned in the Jeffrey case that that was 
a case that was tried in court; is that correct ¢ 

Mr. Srern. That was a case that was tried in court. I will give 
you the name of the court. 

Mr. Hess, Well, it doesn’t matter what the name of the court is. 

Mr. Srern. Here it is. The Jeffrey case was tried in the 17th dis- 
trict court at Fort Worth. 

Mr. Hess. I presume, then, and the testimony in that case will show, 
that the Army withheld this amount of money from the boy’s monthly 
check ? 

Mr. Srern. It will not only show that the Army withheld it, but 
that this company, when they received notification of the boy’s death 
and a claim for payment of face value of the policy, the company sent 
back to the Pentagon the premiums that they had collected over the 
3 years, stating that they lad no right to it because this was not a 
valid policy since the boy’s application had not reached them in time. 

Mr. Héserr. Mr. Stern, the chairman has mentioned the Jeffrey 
‘ase and you have mentioned it also in your article in Argosy, and 
this vast swindle that is going on over there, as you refer to it; and 
in this vast swindle you came up with one case only, the Jeffrey case / 

Mr. Srern. I didn’t; in this article, as you will recall, a very small 
part of it deals with insurance. I dealt with many subjects. And 
when I was told that many were in existence, if I could find one that 
would show me that a pattern did exist, I followed along on that. 

If you will reeall the manner in which I wrote it, I stated that (1) 
the Texas companies were weak; (2) the GI’s were channelized prac- 
tically and put in a position where they couldn’t buy any other kind 
of insurance but Texas companies; (3) that there were Texas compa- 
nies that didn’t pay. 

Mr. H&nerr. Well, now, you made 3 general statements, Mr. Stern, 
and yet you cite lL case. I am asking you now, Did you find any other 
vases ¢ 

Mr. Srern. I did not seek any other cases, 

Mr. Heverr. You accepted one as a pattern without any other cases / 

Mr. Srern. Yes. 

Mr. Héserr. Why did you do that ? 

Mr. Srern. Just from the general information I had picked up 
from people in the insurance business that there are a mass of claims 
against these companies. 

Mr. Heserr. Did you check to see if there were a mass of claims? 

Mr. Stern. No. I wrote this article over in Europe where there are 
no means of checking beyond that. This is an investigation done 
in Europe; and, unfortunately, you cannot carry it through to the 
sort of conclusion I would like to. 
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Mr. Hérerr. You don’t know then if there are other cases like the 
Jeffrey case? 

Mr. Stern. I cannot name any other specific case. 

Mr. Heperr. And you don’t know that there are multitudinous 
claims filed against 

Mr. Stern. I could not of my own knowledge say there were that 
many; but I certainly think it should be the work of the committee 
to find out how many there are. 

Mr. Héperr. I assure you the committee will find out whether there 
is or there is not; but I want to elicit from you how much you know. 
I think it’s a very healthy thing that you brought this matter to our 
attention. 

However, from you, as the individual who wrote the article, I would 
like to know something about the facts in the case. You are a good 
newspaperman, and I think a gvod newspaperman should krow his 
facts. 

Mr. Srern. I don’t believe I even mentioned the fact that there 
were a great number of such claims around. I merely mentioned 
in my—— 

Mr. H&psert. But you mentioned it this morning. 

Mr. Srern. I merely mentioned in my article that this was a very 
unhealthy situation, that a situation of this sort was bad for the 
troops; that he was being forced to make an investment, practically 
being forced to make an investment that perhaps would not ever come 
through, where he would perhaps never see the results of it. 

Mr. Héserr. I know. But from your testimony this morning and 
from your article in Argosy, anybody reading the article and anybody 
listening to your testimony this morning would undoubtedly come 
away with the impression that this system was rampant over there, 
that it was a general practice of a swindle; and yet when we get down 
to case history we find one case. 

I am not saying there are not more. I don’t know. We will find 
out. The committee will find out. And, incidentally, Mr. Chairman, 
I think the policy of the committee, this type of testimony is the reason 
why we usually like to have them in closed sessions, because when it’s 
given widespread publicity in an open session it may not hold up or 
may hold up. I don’t know. 

But that’s what I want to elicit from you. Do you know of any 
other specific cases now ? 

Mr. Stern. Perhaps my meaning was lost in there. But what I 
would like to say is that weak insurance companies, being the holders 
of the investments of the troops, is a very unhealthy situation; and as 
a sign of the weakness I brought in the practice of the Jeffrey case. 
I didn’t say that the evils in the insurance business was the fact that 
insurance companies will not pay off. That perhaps is an end result 
of the evils that I suggested. 

Mr. Héserr. The inescapable conclusion, Mr. Stern, is that this is 
a general practice, and you cite the Jeffrey case. It would be the 
same if a murder was committed in this courtroom and you wrote a 
piece and sent it out over the wire services that murder was rampant in 
Cincinnati; and you were asked to produce the murders and you pro- 
duce one murder, and somebody told you there were a lot of murders. 
Now, I am interested in facts. 
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Mr. Srern. May I give an opposite example of what you say, to point 
out what I mean? I would say that I could point out that perhaps 
there were slums in Cincinnati. I don’t mean any reflection on 
Cincinnati. 

Mr. Heéserr. No. I just used Cincinnati. I wouldn’t want any- 
thing to reflect on Mr. Hess’ city. 

Mr. Srern. And I pointed out that the evils in keeping these slums 
were a lack of schooling and religious training for the boys living in 
the slum area, and then I pointed out a specific murder to show what 
can come out of this situation. Then I w ouldn’ t want to be called 
upon and told, “Well, give me other murders.” 

I am not speaking about the murders. That was an end result of 
the evil I am pointing out. 

Mr. Hénerr. All right then; I don’t want to belabor the question. 
But, in other words, you are citing the case as an example of what 
could happen ? 

Mr. Stern. Yes. 

Mr. Heépserr. All right. 

Mr. Srern. And what I am told did happen. 

Mr. THéverr. But you don’t know that other cases did happen. 

Now, one other thing I want to ask you: Are you familiar with the 

regulations, or do the regulations say that in order for an insurance 
company to do business with the military it must have a specified 
reserve ¢ 

Mr. Srern. No. I think the regulations say the following: I have 
not read it, but I have been told this. Ithink he means the regulations 
in the Pentagon. 

Mr. Heserr. You testified earlier that you were familiar with the 
regulations. 

Mr. Srern. Yes. I can be familiar with regulations by speaking 
to you about it, Congressman. You can tell me what’s in the regulation 
and I will take your word for it; I won’t have to go to the source, 
depending upon what the type of information is. 

Now, what I want to say is: I have been informed that insurance 
companies are accepted by the Pentagon to sell insurance to the troops 
on this basis; if they have clearance in their own State they may sell 
insurance to the troops. 

Mr. H&serr. But do you know if in the Army regulations there is 
a specific regulation saying that there shall be a certain reserve { 

Mr. Srern. I do not believe that there is anything in the Army 
regulations that say that. 

Mr. Iifverr. I just want to know. I don’t know. 

Mr. Srern. Yes. 

Mr. H&serr. I know definitely it is in the Navy. The Navy spells 
it out, and we are trying to find out whether the Army spells it out 
or not; and as of now I understand we have been unable to obtain the 
Army regulations, 

Mr. Courrney. Well, may I clear that up just a little bit? I don’t 

want to leave any inferences in that regard. We have in the pos- 
session of the committee the regulations relating to continental sales 
in this United States. 

However, the subject to which we are addressing ourselves as a 
result of Mr. Stern’s article has to do with sales in the European 
Army command specifically. That in turn is governed by a circular 
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letter issued by that command, which I have introduced in the record, 
Now, there is nothing in the letter, the circular letter issued in Europe, 
which covers such things as reserve. 

Mr. H&verr. Well, that answers the question. It does not cover it. 

Mr. Courtney. Not in that respect. Now, there is a distinction, if 
you will observe, Mr. Hébert, between the Navy regulations and the 
Army regulations. 

Mr. Héperr. Oh, I know there is a distinction. I mean that’s uni- 
fication at its best. 

Mr. Courtney. The Navy specifications spell out the reserve, and 
that is a part of our record. 

Now, Mr. Stern, coming back to the original theme that you had, 
you stated that your initial inquiry or your initial interest was not 
directed particularly toward the association which you discussed first, 
but toward the practice of selling within the European command this 
insurance to GL’s. 

Now, Mr. Chairman, there is such a thing as a Government allot- 
ment form; and just as a matter of interest on that subject, the Army 

circular is silent on the subject. The Navy circular in paragr: ph 
j makes this reference, which is by way of exclusion rather than direct 
authorization for allotment. It says: 

The official use of allotment authorization forms reproduced by a_ non- 
Federal agency or any official form bearing an unauthorized overprint is pro- 
hibited. Personnel ofticers and disbursing officers will not certify any such 
forms. 

So by inference, if you please, there are Government forms provided 
for that purpose, and the allotments are made on certification of the 
soldier, and the premiums thereunder are paid directly to the com- 
panies. 

Mr. Hess. Insurance companies. 

Mr. Courtney. Now, Mr. Stern, so we may have a better idea of 
the scope of this business, what did your investigation disclose, as best 
you could learn without having actually examined the books, as to the 
scope—or rather the amount of insurance that was being sold in the 
furopean Command in the Army? Did you have any information 
on that subject ? 

Mr. Srern. Yes. As best as I could judge, from interviews with 
troops, with insurance agents, and so on, | judge that $50 million worth 
of face value policies had been sold to the troops in USAREUR. 

Mr. Courrney. And over what period of time ? 

Mr. Srern. 1 would say since the troops have been stationed there 
in occups ation; postwar. 

Mr. Courrney. Well, this would be the postwar period—— 

Mr. Stern. Yes. 

Mr. Courtney. Of which you speak ? 

Mr. Srern. Yes. 

Mr. Courrnry. Now, did you make any investigation or do you have 
any information on the amount of lapses of insurance existing in the 
European Command, lapsed policies, where 1 or 2 premiums are paid 
and then there is either a default or a lapse of the policy? Do you 
have any information on that? 

Mr. Srern. I have no information on that. 

Mr. Courtney. Did you make some inquiries on that subject? 
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Mr. Stern. Not at all. 

Mr. Courrnry. So you don’t know how much insurance has been 
collected on 1 or 2 premiums and then lapsed ? 

Mr. Stern. No; I do not. 

Mr. Courrney. Did you hear any discussion of that subject among 
the soldiers ¢ 

Mr. Srern. Yes, I did; and, unfortunately, I do not have it here. 

Mr. Courtney. You haven’t discussed that in your article or in your 
statement this morning? 

Mr. Stern. No. 

Mr. Courrney. But I was curious to know whether or not you had 
ms information given you by the troops on that subject. 

Mr. Srern. It may be that—well, I mean it’s human that there be 
a certain percentage of lapses. 

Mr. Courrney. But you found nothing significant in that field? 

Mr. Stern. The only thing I did find was, and as I said, I meant 
to bring this card with me, and hope to find it amongst my papers, 
a little blue card that one of these companies gives the soldier when 
he is insured. 

This card says, * You are now officially insured with this company,” 
and the reverse side of it tells him it’s a savings plan and tells him, 
as a matter of fact, it’s not a savings plan; it’s a profit saving plan, 
were the exact words on it. It is no profit and it is no saving. 

Mr. Courtney. Was that circulated among the troops? 

Mr. Stern. Well, this is the thing given to the soldier when he takes 
out a policy. And perhaps if he finds that his savings are not the 
savings and doesn’t quite mean what the word says, perhaps he does 
permit his policy then to lapse, finds it’s not a savings bank. But I 
have no exact information 

Mr. Courtney. Did you question the insurance officer, Colonel 
Smith, to whom you have made reference here? Lewis Smith, I 
believe it is. 

Mr. Srern. Yes. 

Mr. Courtney. On that subject ? 

Mr. Srern. No. 

Mr. Courtney. On the contents of that card or the declarations that 
were made on the card ? 

Mr. Stern. No. I asked him no questions on that. 

Mr. Courtney. Did you question him on anything about the type of 
representations that were made to soldiers—— 

Mr. Stern. Yes. 

Mr. Courrney. As to the securities and the values of the thing that 
they were buying? 

Mr. Srern. He said that he kad faith in the European Association 
of Life Underwriters, that he made no independent checks, but de- 
pended on them to tell him if there were any violations. 

Mr. Courtney. Now, Mr. Stern, did you learn from him whether 
any other companies than these 14 who are listed in the association to 
which you have made reference had applied for the opportunity to 
sell within the European Command ? 

Mr. Srern. I asked him if any other companies not members of 
this association sold insurance to the troops. 

Mr. Courtney. And the answer was? 

Mr. Srern. “No.” 
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Mr. Courtney. Was the answer that they were not licensed to sell ¢ 

Mr. Srern. You can only sell when you are licensed by Colonel 
Smith. 

Mr. Courtney. So your inference from that is, of course, that no 
other companies had permission ¢ 

Mr. Srern. I happen to have a specific case. Perhaps it would tell 
Congressman Hébert something in the same direction. Here is a 
specific case from which I must draw a great deal of—I must base a 
great deal of my judgment; a case where this Mr. Reichstein was 
actually applying for a license to sell insurance, representing a major 
insurance company. 

I want to say here I holc no brief for Mr. Reichstein. It’s just 
something I walked into in Frankfurt, Germany, and I listened to 
Colonel Smith’s telephone conversation with Mr. Reichstein’s attor- 
ney; and I heard the colonel in these conversations, which I suppose 
I was not supposed to listen to, say that, “Now if you will only go to 
the association,” pushing him into it. 

Now, Mr. Reichstein refused, in my hearing, refused to join the 
association and was denied a license to sell insurance, after being 
strung along—and that’s the only way you can call it—after being 
strung along for several months. 

Mr. Hépert. Mr. Chairman, if I may interrupt and return to the 
matter of reserve? I have here a pamphlet that was handed to me, 
“Army Regulation No. 600-101,” and it says this: 

Commanding officers of all installations will require that life insurance policies 
offered to military service personnel on installations have reserves at least equal 
to those produced by the commissioners reserve valuation method as deined 
in the standard valuation law when calculated according to the commissioners 
1941 standard ordinary mortality table, with interest at a rate not in excess of 
3% percent per annum. Such policies must provide cash and nonforfeiture 
values at least equal to the minimum values required by the standard non- 
forfeiture law, as approved by the National Association of Insurance Commis- 
sioners, and must comply with the interpretations of the working committee 
on standard nonforfeiture and valuation laws to life insurance committee, 
National Association of Insurance Commissioners, commonly known as the 
Hooker committee. 

I think that’s the same language as used in the Navy, and yet it 
was not used in the orders which you have for—— 

Mr. Hess. What is the date of that? 

Mr. Héserr. This is effective August 24, 1953. 

Mr. Courtney. Yes, that’s right. 

Mr. Hésertr. Now, in the Army regulations, it’s the same as the 
Navy regulations; and yet the instructions sent to Europe made no 
mention of this, and this order—— 

Mr. Courtney. Well, Mr. Hébert, let me correct that. The in- 
structions issued in Europe, this circular letter to which I have made 
reference, doés not contain that language. 

Mr. Hess. Was this issued subsequent to those regulations? 

Mr. Courtney. Issued presumably in Washington. Those are the 
regulations to which reference was made. 

Mr. Hénerr. Here is the point that I want to make particularly in 
reference to this: This Colonel Smith to whom Mr. Stern refers, it 
was his responsibility to be sure that these or any company doing 
business came within the qualifications and specifications set wp in that 
directive. 
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I understood Mr. Stern, to correct the record—and correct me if I 
am wrong. I understood you to quote Colonel Smith as saying that 
he did not have anything to do with the licensing of the companies 
themselves? 

Mr. Srern. Those were his precise words. 

Mr. Héserr. That was handled at the Pentagon ? 

Mr. Srern. That's right. 

Mr. Hésert. That’s the reason I make that statement because Mr. 
Stern’s testimony is in direct conflict as to what the instructions are 
given here. It says in here specifically that the commanding officer 
shall have the right to license, and if he is operating under the regu- 
lations, then in this instance Colonel Smith dual know whether any 
one or all of these 14 companies listed come within the sphere of the 
qualifications and specifications as set forth in there. 

Now, of course, the next question to follow is to check each one of 
those 14 companies, whether Texas—I think there are 3 out of the State 
of Texas. ‘There is Alabama, Arizona, and Washington. I think all 
the others are Texas. Then every one of those should come under 
that specification, and it was Colonel Smith’s dut y, as I read the regu- 
lations, to know whether or not they did come ‘under them and not 
leave that evaluation to the association. 

Mr. Srern. In that respect, if I may, when I asked questions about 
insurance, about these companies, all 

Mr. Heserr. These 14 companies? 

Mr. Stern. The companies listed. 

Mr. Heéserr. Yes. 

Mr. Stern. In this European Association of Life Underwriters— 
when I asked specific questions they were answered generally: “I am 
not an insurance man; I know nothing about insurance ; I am just 
here to see that none of these boys get in trouble.” 

Mr. Hess. Well, let’s let the record show this: That the regulation 
which was read by Mr. Hébert, Army Regulation No. 600-101, was 
issued from Department of the Army, W ashington 25, D. C., July 31, 
1953, effective August 24, 1953; while the Cire ular No. 26, Headquar- 
ters United States Army, Europe, was issued August 1, 1953, effec- 
tive September 1, 1953, which was subsequent—both the issuance and 
the effective date subsequent to the Army regulation—and the Euro- 
pean Circular No. 26 from Headquarters United States Army, Europe, 
contains no mention of the wording which was read into the record 
by Mr. Hébert with reference to reserves in insurance companies. 

Mr. Hepserr. May I make one other inquiry there? Mr. Stern, 
when did you investigate this? 

Mr. Stern. In July—June and July 1954. 

Mr. H&serr. One year later after these regulations were supposedly 
in force? 

Mr. Stern. That’s right. May I add one thing to what I had said? 
I believe this committee will find that an investigation was made by 
the criminal investigation department of the Army into this insur- 
ance setup, and that a report on the malpractices was incorporated. 
Of course, as a classified document I had no access to it and dadn’t 
read it. But I have reason to believe that you will find that some of 
the malpractices I spoke of will be incorporated in that report which 
was filed by the criminal-investigation department at USAREUR. 
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Mr. Hess. When? 

Mr. Srern. A year ago. 

Mr. Cou rtNEY. Now, Mr. Stern, coming now to the qualifications of 
the agents who are operating under license by the Army at Heidelberg 
by C olonel Smith, do you know of any requirement as to the nation- 
ality or the residence of any of these agents as a condition of their 
being licensed ? 

Mr. Stern. Under Texas insurance law it is required that a sales- 
Iman, an insurance salesman, be a resident of Texas. 

Mr. Courtney. Now, I noticed in your article that you made ref- 
erence to the licensing of certain agents representing, presumably, 
some of the 14 companies 

Mr. Stern. Yes. 

Mr. Courtney. In the association. Did you find out whether or 
not any certificates of residence or any verification was required of 
them ¢ 

Mr. Srern. To follow the chain, in order to be a licensed salesman 
for Texas insurance you must be a resident of Texas. Therefore, in 
order to get your license from the Army they asked, aside from the 
usual letter of responsibility from the company and the letter stating 
that you were their agent, they asked that you get a certificate of resi- 
dence, of Texas residence. 

And the American consul in Frankfurt, a Mr. Rohde, became sus- 
picious of the large number of people coming through asking for cer- 
tification as being residents of Texas when, in the words of one of 
them, “Some of them didn’t have an accent as close to Texas as Brook- 
lyn,” and 

Mr. Courtney. Did you interview the American consul? 

Mr. Srern. I did not interview the consul. I interviewed Mr. 
O’Haire; and Mr. O’Haire told me that yes, he was sending down 
agents to be certified as Texas residents even though he knew they 
were not Texas residents, because, he said, under the meaning of the 
Texas insurance law if these people have the intention of becoming 
Texas residents, then they are Texas residents. 

Mr. Héserr. Do they vote in Texas under that law too? 

| Laughter. | 

Mr. Hésert. Well, now, did there come to your attention any action 
taken by the American consul to the ver ification ? 

Mr. Srern. Yes. The American consul on that point refused to 
certify any more Texas residents. Mr, Rohde, I think, will confirm 
this by return post if he is asked. 

Mr. Héperr. And that information to which you have just referred 
you got from Mr. Walter O’Haire? 

Mr. Stern. From Mr. Walter O’Haire; yes. 

Mr. Hépnerr. Who is mentioned in your article and whom you inter- 
viewed ? 

Mr. Srern. Yes. 

Mr. Hnerr. Did you interview any of these agents who had been 
licensed or certified in the manner you have indicated ? 

Mr. Srern. Yes. 

Mr. Héperr. And what did you find out about their nationality, 
for example? 

Mr. Srern. I found that some of them had never been any further 
east than Brooklyn, actually, and that at least one of them—or at 
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least I got Mr. O’Haire to admit that at least one of them was not 
even a citizen of the United States. 

Mr. Héserr. That all comes from O’Haire himself? 

Mr. Srern. That comes from Mr. O’Haire. 

Mr. Héserr. But you don’t know about the residence or nationality 
of any of the agents who were licensed ¢ 

Mr. Srern. I didn’t run down any of their nationalities myself? 

Mr. Kunn. May I make a point ¢ 

Mr. Courtney. Yes. 

Mr. Kuun. Mr. Stern, quoting from your article, you said : 

The soldiers are herded into classrooms in their “information and education” 
lectures, to make it easier for the so-called salesmen from Texas to make their 
pitch at them. 

Did you interview any soldiers and where did you elicit that infor- 
mation ¢ 

Mr Srern. That comes from official Army sources. 

Mr. Kunn. Would you explain? 

Mr. Srern. I think you will find that in this report I mentioned, 
that this information—— 

Mr. Courtney. You mean the CID report ? 

Mr. Stern. No. 

Mr. Courrney. Well, there is such a practice as information and 
education lectures in the—— 

Mr. Stern. There was a practice on the part of insurance agents to 
bribe or attempt to bribe Army officers so that they would permit a 
TINE—— 

Mr. Courtney. What’s that? 

Mr. Srern. That’s a training information, education, I believe. 
They call it the TI and E classes—to have the agent come in as sort of 
an insurance guide, a teacher, teaching them about insurance, and 
supposedly they were not supposed to sell insurance at these sessions. 

But that’s where the attempted bribe was made. And I believe you 
will find, when you dig in in Heidelberg in the record, that the head of 
the Heidelberg Post, a man of sound judgment and upright character, 
who has made him overtures, running to—I believe the figure you will 
find in the record was $25,000 as a bribe, if he would permit certain 
insurance salesmen to make their pitches in his post. 

Mr. Heéserr. Did he tell you that ¢ 

Mr. Srern. No, he did not: but that is in the—I believe you will 
find that in the record at Heidelberg. 

Mr. Heéserr. You mean the criminal investigation to which you 
referred ¢ 

Mr. Srern. Yes. 

Mr. Hénerr. You did not see that? 

Mr. Srern. No: that is a classified document. 

Mr. Heverr. Somebody told you it was in there? 

Mr. Srern. Yes. Yes, I was told. 

Mr. Courtney. Well now, Mr.—— 

Mr. Srernx. Will vou excuse me one moment ? 

(Witness confers with Mr. Courtney.) 

Mr. Hess. Are you about finished ? 

Mr. Courtney. I think so. 

Mr. Srern. I would like to mention the slot machines. 


4 


SALES OF COMMERCIAL LIFE INSURANCE 25 


Mr. Hépert. That’s not of interest. 

Mr. Courtney. Is it tied up with this general subject ? 

Mr. Stern. It’s tied in in a very offhanded way, because Mr. O’Haire 
is the attorney for the slot machines. 

Mr. Hess. Well, go ahead. Mr. Stern, you can go ahead with it. 
We want to take a recess here in about 12 minutes, if you can finish 
this in a few minutes. 

Mr. Stern. Yes. 

Mr. Hess. All right; fine. 

Mr. Stern. I found in the course of my investigation and the means 
whereby the GI’s are clipped is that one of them was by slot machines. 
And I checked further and found that United States military forms 
were being used for the importetion of these slot machines and that 
these slot machines were in wide use by the clubs, the Air Force clubs, 
and that one colonel had signed a United States Transportation Form 
69 to permit the importation of 116 slot machines into Germany. 

That’s a transportation form you would use so that you needn't 
get an import license or pay any duties to the German authorities. 

Mr. Hess. Were these Government property ¢ 

Mr. Srern. No. This is a private organization called the Auto- 
mata GMBH, located at 155 Hanauer Lanstrasse in Frankfurt. 

That this particular colonel had signed an import permit for 116 
machines, when, as a matter of fact, he only had use for 69 of them. 

When the colonel was asked by another reporter, not myself, why 
he permitted slot machines in Air Force clubs, he said he found it a 
painless way of producing revenue; a fact, I pointed out, which Frank 
Costello and Joe Adonis found out long before he did. 

Mr. Hess. How recent is the information with respect to the slot 
machines ¢ 

Mr. Stern. As recent as July 1954. 

Mr. Hess. 1954. They were only in officers’ clubs and noncommis- 
sioned officers’ clubs, though, were they not ¢ 

Mr. Stern. I believe they were in all clubs. 

Mr. Hess. For the enlisted men also? 

Mr. Stern. Yes; in the Air Force. While I was there they were 
trying to convince the Army that these were educational instruments. 

Mr. Courrney. You mean this Automata organization / 

Mr. Stern. Yes. 

Mr. Courrnry. The Automata organization, I understand the presi- 
dent or one of its officers was Mr. O’ Haire? 

Mr. Stern. Mr. O’Haire was the attorney for this organization. 

Mr. Hésert. These slot machines were owned by the clubs and the 
money went back into the club fund, didn’t it ? 

Mr. Stern. May I say I spoke to salesmen for the slot machines— 
and I don’t think I have to point out the evil of the slot machines. 
I think that’s been decided by the various States. But I was told by 
the salesmen who were trying to put the slot machines in that they 
couldn’t get into a club but what the man in charge, no matter what 
his rank was, from the sergeant all the way up, but what he didn’t 
have his arm out. Slot machines were synonymous with a heavy 
payoff. 

Mr. Courtney. What about the ownership of the machines? That’s 
what I am interested in. 
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Mr. Srern. Originally the-— 

Mr. Courrney. Not originally. Who owned them in the clubs? 

Mr. Srern. Originally the owners of the machines owned the ma- 
chines and permitted the club to keep 75 percent of the proceeds and 
they took 25 percent of the gross. 

Mr. Courrney. Let’s get that straight. Do you mean to tell me 
that in the service clubs over there the ownership of the slot machines 
was not vested in the organization ¢ 

Mr. Srern. Exactly. 

Mr. Courrney. It was vested in an outside individual ? 

Mr. Srern. Originally in these Air Force clubs, for the first 2 
months I believe, of 2 months, the ownership was vested in the name 
of—the name of the firm is—I have read it, the Automata. 

Mr. Covurrney. Then did they sell them the machines after that? 

Mr. Srern. Yes. 

Mr. Courtney. They had no other interest in it after the 2 months? 

Mr. Srern. That’s right. 

Mr. Courtney. Was that take to be the payoff of the machines? 

Mr. Srern. That was originally, when they were purchasing the 
machines for the club. 

Mr. Courrney. That was to be the payoff of the machines? 

Mr. Srern. Yes. 

Mr. Courrnry. Then the machines became the property of the club 
or the officers or membership of the club and used for that purpose? 

Mr. Srern. Originally the machines were sold—leased to the club, 
not sold; and the club took 75 percent of the proceeds and 25 went 
to the operator, originally. After 2 months of this operation the 
machines were sold outright to the club. 

Mr. Hess. But they were not given credit for the 25 percent that 
the company took for those 2 months in the payment ? 

Mr. Srern. That I do not know. But I would assume, knowing 
how business is done there, that they were not given that credit. 

Mr. Iless. And then the machines were sold? 

Mr. Srern. Then the machines were sold. 

Mr, Hess. And now it’s the property.of the club and the club mem- 
bership own it; and the machines are rigged to have a certain breakage 
for the club, which are nonappropriated funds, and reflects in the 
sale of the liquor there and other amusements that are supplied to 
the men 

Mr. Srern. Yes. 

Mr. Hess. But there is no take on the slot machines for an indivi- 
dual, no syndicate of it? 

Mr. Srern. No; not today. 

Mr. Courtney. No outside ownership? 

Mr. Srern. No. 

Mr. Hess. All right. 

Mr. Courrney. I think that’s about all. 

Mr. Hess. The committee will stand in recess until 2 o’clock, and 
we will hear the next witness then. 

(Thereupon, at 12, noon, the hearing in the above-styled action 

ras recessed until 2 p. m., this same day.) 
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(All parties being present as heretofore noted, the hearing in the 
above-styled action continued as follows :) 

Mr. Hess. All right. 

Mr. Courtney. Mr. Reichstein, will you come up? 

(Stuart W. Reichstein called as a witness by the subcommittee, being 
first duly sworn, was examined and testified as follows :) 


TESTIMONY OF STUART W. REICHSTEIN 


Mr. Courrney. Mr. Reichstein, your full name and your legal 
residence ? 

Mr. Retcusrern. Stuart W. Reichstein, 5423 North New Braunfels. 

Mr. Courrney. And how long have you claimed the Braunfels 
address as your legal residence ? 

Mr. Reicusrein. Eight years. 

Mr. Courtney. Now, Mr. Reichstein, you have been present this 
morning during the interrogation of Mr. Stern? 

Mr. Reitcusrern. Yes, sir. 

Mr. Courrney. You are familiar with the rules of the sub- 
committee ? 

Mr. Reicusrern. Yes, sir. 

Mr. Courrnery. You are familiar with the right to have counsel? 

Mr. Reicusrer. Yes, sir. 

Mr. Courrnry. You know your privileges under the fifth amend- 
ment of the Constitution ¢ 

Mr. Reicusrein. Yes, sir. 

Mr. Courrney. And you are now ready to testify in this matter on 
subjects within your knowledge ? 

Mr. Reicustrern. Yes, sir. 

Mr. Courtney. Now, Mr. Reichstein, you were an agent selling 
insurance in the European Command, were you net / 

Mr. Reicusrein. Yes, sir. 

Mr. Courtney. Over how long a period, roughily ? 

Mr. Rercusters. A year andahalf. Better than a year and a half. 

Mr. Courtney. That is the past year and a haif? 

Mr. Reicusrer. Yes, sir. 

Mr. Courtney. And what companies did you represent ? 

Mr. Reicusrern. I represented American Standard Life Insurance 
Co., Fort Worth; then Midcontinent Life Insurance Co., Fort Worth. 

Mr. Courrney. Are those 2 of the 14 companies that were named in 
this morning’s testimony ? 

Mr. Reicustrern. Yes, sir. 

Mr. Courtney. And they are members of this association which Mr. 
Stern spoke about ¢ 

Mr. Retcusrern. Yes, sir. 

Mr. Courrney. Now, how long did you represent them? 

Mr. Reicusrein. I first represented American Standard for several 
months, starting in 1952; and then I resigned and went with Mid- 
continent and I was with them for a year; and then I resigned and 
went back to American Standard until June of this year. 

Mr. Courtney. Until June of this year? 

Mr. Retcusrern. Yes, sir. 
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Mr. Courrnry. Now, during that period were you licensed by the 
European Command 

Mr. Retcrrsretn. Yes, sir. I had authorization to solicit insurance 
is USAREUR, from Headquarters, USAREUR, in Heidelberg. 

Mr. CourrNey. And was there any difficulty "about having your 
license continued when you changed from the American Standard 
Life Insurance Co. to the Midcontinent? 

Mr. Reicusrer. No, sir. 

Mr. Courrney. You were continuously kept on the licensing ar- 
rangement by the European Command? 

Mr. Retcusrer. Yes, sir. 

Mr. Courtney. That is under the provisions of this Circular 26 
that’s been spoken of here? 

Mr. Retcusrern. Yes, sir. 

Mr, Courrney. You are familiar with that ? 

Mr. Retcusrern. Yes, sir. 

Mr. Courrney. You know this Colonel Smith who has been spoken 
of in the testimony ? 

Mr. Retcusrern. Yes, sir. 

Mr. Courtney. You have had some dealings with him? 

Mr. Reicusrern. I met him twice, in his office. 

Mr. Courtney. Now, there came . time, did there, when you were 
refused or had your license taken up? 

Mr. Reicusrer. Yes, sir. In May of this year I was appointed 
general agent for the Great Northwest Life Insurance Co. 

Mr. Courrney. Is that 1 of the 14 companies listed ? 

Mr. Reicusrern. It was, Mr. Courtney. However, they are not now 
and weren't in June of this year. 

Mr. Courtney. Well, at the time you made the transfer from 
Midcontinent—from American Standard to the Great. Northwest Co., 
you were actually licensed to sell insurance at that time? 

Mr. Rercusrein. Yes, sir. Yes, sir. 

Mr. Courtney. Now, could you give us some idea of the volume 
of insurance that you sold in the period of the year and a half you 
were in Germany? 

Mr. Rercusrern. Yes, sir. I sold better than a million dollars of 
insurance. 

Mr. Courtney. That's the total face value ? 

Mr. Reicusrern. Face value. That varied in types of coverage. 

Mr. Courrnry. And you lived there? 

Mr. Reicusrer. Yes, sir. I lived in Frankfurt. 

Mr. Covurrney. Has that insurance been maintained in force, if 
you know, since your departure ? 

Mr. Retcusrern. A great percentage of it; yes. 

Mr. Courryey. And you are still receiving renewal premiums on 
it, are you, or will? 

Mr. Rercustern. No ot—yes, I will. That’s correct. 

Mr. Courtney. Now, this insurance which you sold, was that paid 
for by allotment of the individual soldier? 

Mr. Reicustrin. Usually, in the greater percentage of cases, it was 
remitted by class A allotment. 

Mr. Courtney. Are you able to state what percentage of your 
clientele were commissioned and noncommissioned personnel ? 
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Mr. Rercusrern. About 25 to 30 percent of my business was officer 
personnel and civilians. 

Mr. Courrney. During the time that you worked for American 
Standard and the Midcontinent, the year and a half that you speak 
of, were you ever reprimanded or censored or disciplined by the 
military command at Frankfurt ? 

Mr. Reicusrern. No, sir. 

Mr. Courtney. Were you ever questioned with respect to any of 
your personal conduct as an agent? 

Mr. Reicustrern. No, sir. 

Mr. Courtney. You never had occasion to see Colonel Smith during 
that period ? 

Mr. Rercustern. Neither he nor his predecessor. 

Mr. Courtney. Nor his predecessor. Now, then, will you come to 
the circumstances under which you were denied a license, as you have 
indicated in your answers? State what happened. 

Mr. Reicustrery. Well, sir, first let me start at the beginning. 

Mr. Courtney. Very good. 

Mr. Retcnstern. Under the existing circular and regulation you can 
represent two companies at the same time. ~ 

Mr. Courtney. That’s under circular 26? 

Mr. Retcustet. Yes, sir. So I had sold for either Midcontinent 
or American Standard while at the same time also Great Northwest, 
and 

Mr. Courtney. Great Northwest during this period of which you 
speak was licensed to do business; is that correct ? 

Mr. Retcustern. Yes, sir; through their general agent, A. L. Me- 
Alester, at that time. 

Mr. Courrney. Well, now, “at that time” is what period ? 

Mr. Retcusrern. From 1952 or January 1953 through May 1954. 

Mr. Courtney. All right. I am just trying to fix the time. 

Mr. Retcustern. Yes, sir. 

Mr. Covrtrney. Will you continue from there? 

Mr. Rericustrern. And the company, the Great Northwest Life, 
designated me as general agent for Germany after having severed 
Mr. McAlester’s general agency contract, because he really wasn’t 
producing for them as I understand it. 

They sent me, that is Great Northwest sent me, through their presi- 
dent a notarized letter of appointment, which is required by the mili- 
tary in accordance with the existing circulars and regulations. And I 
took that to Heidelberg, since it wasn’t necessary to have—for me to 
have to go to bond to the Federal Government of Germany and get a 
clearance from the Finance Department. In other words, the 
USAREUR requires, inasmuch as it had been previously registered 
by McAlester, the former general agent 

Mr. Courtney. That is the company you are speaking of? 

Mr. Reicusretn. Yes, sir; and that was all right with USAREUR. 

Mr. Courtney. Well now, who in USAREUR? 

Mr. Retcusterx. With Colonel Smith. 

Mr. Courtney. Colonel Smith. All right; now continue from 
there. 

Mr. Rericusretn. So I presented to him a leiter of authorization 
from the company designating me as a general agent: and he said 
that though the letter had contained the required wording that they 
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appointed me in accordance with Circular 26 and such changes and 
amendments and so forth, that that wasn’t suitable, that I must have 
the company present—give me a letter and present it to him, to Smith, 
stating that the company “assumes full responsibility for all my 
actions and the actions of my agent.” 

Mr. Courrney. Had you in representing any other company been 
required to give such a certification by your company 4 

Mr. Reicustrern. No, sir; because I was formerly a selling agent 
and therefore I don’t know whether the general agents for the other 
companies were required to do it or not. 

Mr. Courrney. This is your first experience then as a designated 
general agent? 

Mr. Reicusrern. Yes, sir. 

Mr. Courtney. All right. 

Mr. Retcusretn. However, I do know specifically that the former 
general agent for Great Northwest did not have that spelled out, 
“assumes full responsibility,” and so forth. 

Mr. Courrney. All right. Now come to the end of the cireum- 
stances that we are concerned with, the time that your license was 
refused. 

Mr. Reicustrery. Well, sir; I presented this letter to Colonel Smith, 
and he underscored this point in my letter from the home office and 
he said: “Well, this won’t do. Do you have a letter of recommenda- 
tion from the European Association of Life Underwriters?” I said 
no, I hadn't. 

Mr. Courrney. Did you belong to or were you a member of that 
association 4 

Mr. Reicusrern. Prior to this; yes, sir. 

Mr. Courrney. Prior to the time you changed to the Great North- 
west 

Mr. Reicustrer. I was a selling agent. And somewhat prior to 
this change, however, back as far as 1953, IT had questioned my general 
agent at that time what I was being deducted 20 marks a month for— 
a mark is $5, I guess—for dues to the association. He said: “Well, 
they take it out of everyone’s, all selling agents.” 

“Well, I wont pay it. I don’t want to belong to it. I don’t think 
that it’s doing any good.” 

I had gone to two of their meetings, and I went away unconvinced 
that there was anything constructive that could come out of it or 
anything sincere. So they stopped taking it out of my pay. 

Mr. Courtney. Did that have anything to do with your connection 
or severance with the American Standard or Midcontinent? 

Mr. Rercusrern. No, sir. No, sir; it didn’t. 

Mr. Courtney. Well, continue on from there. 

Mr. Retcusrern. Then back to Colonel Smith’s office. This is the 
end of May when I presented this letter from the home office. 

Mr. Courtney. Then you did get the amended letter ? 

Mr. Reicnsrern. No, sir. This is still on the first letter, 

Mr. Courrney. All right. 

Mr. Reicusrein. He asked me then do I have a letter of recom- 
mendation from the European Association of Life Underwriters, and 
I said I didn’t have that. 

Mr. Courrney. Were you, when you were first licensed, required to 
have a recommendation from that association ? 
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Mr. Rercustern. I don’t know if I was or not, because my letter of 
authorization was obtained for me by the general agent, although 
I had made a personal appearance there so that he could see me. 

Mr. Courtney. This is Colonel Smith ? 

Mr. ReicustTern. Yes, sir; back in 1953. 

Mr, Courrney. All right; go on. 

Mr. Reicusrern. And when I told him that I didn’t have this letter 
he said: “Well, you better get one. You will have to have one.” I 
asked why. 

He said: “Well, all general agents and selling agents, that is field 
agents, must have one before they get a clearance out of this office.” 
And he said: “Well, what objections do you have to this association ?” 

And I told him that I had some objections, but I didn’t feel that 
there was any point in my making an issue with him, with Colonel 
Smith, because it wasn’t for me to police anybody. 

I said that I contended that if it didn’t say in Army regulations 
or in their own circular out of headquarters USAREUR that I had 
to join it, I didn’t wish to join it. I didn’t prefer to aline myself 
with them. 

He said: “Well, do you know of anything that’s wrong that you 
would care to tell me?” 

Tsaid: “All I request is a letter of clearance from your headquerters, 
from you here, based on my qualifications.” 

He said: “Well, we don’t know that you are qualified.” 

I said: “Well, I have been cleared for two other companies up 
here.” 

So the subject was discussed in that vein for about half an hour. 
And finally he said: “Well, you will just either have to get that letter 
or you will not get a clearance.” 

And I said: “Well, Colonel,” and I stood up, “will you please reduce 
that to a letter to me stating that so that I can tell the home office why 
IL am not going to be cleared by you?” 

He said “Yes,” he would do that; whereupon I left. That was the 
last week in May of 1954. And along about the 12th or 13th of June 
1954, I get a carbon copy of a letter which was sent from that head- 
quarters to the home office in Spokane. I have it here. 

Mr. Hess. Would you read it, please ¢ 

Mr. Retcusrern (continued reading). Yes, sir. And it’s addressed 
to the home office and it says info copy sent to S. W. Reichstein. It’s 
dated June 10, 1954, addressed to Great Northwest Life, Spokane: 
“Gentlemen.” The first paragraph is: 

At the request of Mr. Stuart W. Reichstein, who it is understood will represent 
your company within this command, the following information is submitted. 

The European Association of Life Underwriters came into existence on Febru- 
ary 27, 1953, upon the ratification and adoption of a constitution and bylaws by 
the representatives of life-insurance companies doing business in Germany at 
that time. 

Two vitally needed functions or remedies, somewhat peculiar to this overseas 
command, are incorporated in the above document, to wit: (1) That the purpose 
of the association is to service the life-insurance needs of the members of the 
United States Armed Forces in a manner which will reflect credit upon the asso- 
ciation and the profession of life underwriters, and (2) to assist military com- 
manders in the control and regulation of commercial life-insurance solicitation. 
In furtherance of these purposes and needed remedies, several articles under 
section III of the bylaws set forth rules of conduct, canons, and standards of 
professional ethics to be upheld by the association. 
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Need for the above remedies was indicated by the intolerable situations created 
by many past unethical practices. 

The value of an institution such as the European Association of Life Under- 
writers to insure the adoption and execution of these remedies has been recog- 
nized by this headquarters, especially since there are no other responsible agen- 
cies, either governmental or private, to handle them. } 

Further, positive results in furtherance of the above remedies have been 
accomplished by the association in several recent cases. : 

The status of the association with this headquarters is one of close relation- 
ship established through its own constitution and bylaws. As indicated therein, 
any commercial life-insurance company registered with and recognized by this 
headquarters as eligible to write life insurance for members of the United States 
forces in Germany is eligible for associate membership. Such members are not 
required to pay initiation fees or monthly dues. However, it is understood that 
the associate members will furnish financial support to further the aims and 
purposes of the association. 

Since each general and soliciting agent is required to show evidence of 
adequate professional qualifications to engage in the sale and service of life 
insurance, it is felt that material assistance is rendered, both to insurance 
companies doing business here and to this headquarters concerning this par- 
ticular requirement, in the screening of prospective agents according to the 
standards prescribed by the association for its members. Accordingly, for 
all prospective agents, whether members, prospective members or otherwise, who 
have voluntarily submitted their qualifications to this headquarters for evalua- 
tion, the association has thus far been requested to undertake to determine 
in each case the possession of the qualifications required by this headquarters. 
The written examination given by the association for this purpose is deemed to 
be a sound procedure and a fair test of professional knowledge by all agents 
and others concerned. 

Sincerely— 
and then it has a stamp, “Robert V. Roberts, Major, AGC, Assistant 
Adjutant General.” And then it has also: 

One enclosure, constitution and bylaws, European Association of Life Under- 
writers. 

Mr. Hess. Is that a form letter? 

Mr. Reicusrrein. No, sir. 

Mr. Hess. How did that come to you? 

Mr. Rercusrern. It was mailed to my—you see there, the original 
is in my lawyer’s file in Frankfurt because I had given Colonel Smith 
my office address there; and instead of sending me the letter which 
said I must join first, this came to me; and, of course, the original 
went to the home office of the company. 

Mr. Hess. There is no mention made in here that they were rejecting 
your application ? 

Mr. Reicusrern. Not a bit, sir; no. 

Mr. Hess. Well, what happened after the receipt of the letter? 

Mr. Reicustern. Well, sir, then—well, prior to receipt of this let- 
ter, at any rate, I wrote the company and explained my situation with 
reference to this particular line which Colonel Smith insisted be 
included in the letter; and it was summertime and some of the officials 
were on vacation and it took about 3 or 4 weeks. In fact, they had 
made one mistake and addressed it to the United States Air Force 
instead of the Army; and then I had to get another one. So it was 
almost a month before I got the letter which they wanted, and I took 
that on up there 


Mr. Hess. You mean Colonel Smith? 
Mr. Rercustrery. Which Smith had required, and I took the—he has 
the original up there. I gave that to him in person. 
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Mr. Hess. Now, that’s the original letter accepting full responsi- 
bility for you by the company, which you delivered to Colonel Smith? 
And when ¢ 

Mr. Retcustrer. I delivered that to him in the last week in July. 

Mr. Hess. What happened thereafter? 

Mr. Rercusrer. I don’t remember the exact date. I went up to 
see him and I told him that I now have the letter that he requested 
of me in May, and he took the letter and read it. And there was 
just general small talk for a few moments. And then he said, “You 
are not joining the association ¢” or words to that effect. 

And I said, “No, I am not.” 

And he says, “Why, this things is being blown up all out of pro- 
portion to its importance,” or some such thing. 

And I told him I didn’t know about that thing; all I was trying 
to do was to get back to work. 

And he said, “What was the idea of running Mike Stern in on me?” 

I said, “I don’t understand.” 

He said, “Well, didn’t you speak to Mike Stern ?” 

I said, “Yes, I did.” 

He said, “Well, what’s the big idea?” 

I said, “Well, Colonel, do you believe in the Constitution of the 
United States, free press?” And he kind of nodded his head, and 
I didn’t answer any more. 

Whereupon he asked me—then changed the subject. He said, 
“Where have you worked in Europe in this business?” Well, first, 
he said—pardon me. He said, “Have you ever worked in Munich, 
in the Munich area?” 

I said, “No, sir.” 

He said, “Have you ever been in Munich?” 

I said, “Yes. I went there for a wedding. <A friend of mine got 
married.” 

He said, “Well, where did you work in Germany or in Europe?” 

I said, “I just worked in Germany, and I worked within 35 miles 
of Frankfurt. I tried to set up an agency in the same manner that 
you would set one up at home and not be running all over the place.” 

So he said, “Well, who and what are the places that you have 
worked ¢” 

And I gave him a list, to the best of my recollection, which included 
just about all the units, military units I had worked, and the names 
of the commanding officers. 

And he said, “Well, who else will you give me for references here 
in Germany 

And I gave him perhaps 8 or 9, I guess. I later found out that 
they had never even asked any of these officers about me at all. 

Mr. Courtney. Was it military personnel that you gave as ref- 
erences 

Mr. Reicnsrern. Yes, sir. 

Mr. Courtney. Well, now, continue. What else transpired / 

Mr. Retcusrern. Then a gentleman came out of another office whom 
I had never seen before and introduced himself as Colonel Richard, 
lieutenant colonel, and he said, “We are not going to issue you a clear- 
ance. Weare going to investigate you.” 

And I said, “Well, isn’t it a little late, actually, because I first 
came here in May? However, if that’s the way you want it, why, 
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if you will tell me what is held against me, I will try and clarify it 
and answer it; and if I can be of any assistance, I certainly want to 
do that.” 

He said, “Well, no. We will handle it in our way.” And then he 
just turned around and walked out. ; : 

I never did sit down again at Colonel Smith’s desk. I just stood 
there, and I said, “Well, it looks like somebody is trying to keep me 
from working here in Europe.” ‘ 

Mr. Courrney. At the time of this conversation, were you still 
licensed to sell for the American Standard ¢ 

Mr. Retcusrern. No. My general agent asked me back in July for 
my letter of authorization from USAREUR, and I gave it to him. 

"Mr. Courtney. So at that time you had no license to sell for any 
company ¢ 

Mr. Rercusrern. No, sir. 

Mr. Courtney. All right. Continue from there, please. 

Mr. Reicusrer. And I said, oh, I did ask Colonel Smith, “How 
long will this investigation take?” because this had been quite some 
time. 

He said, “Well, I don’t know.” 

I said, “Well, have you any idea at all, because I must do some- 
thing?” 

He said, “No. When we get around to it. There are a lot of other 
things this office has to do too.” 

I said, “Well, this is a pretty severe thing to keep a man from 
working; and that’s why I volunteered to give any information I can 
if it will try and clear the matter up with reference to any charges or 
allegations.” I said, “I never had any trouble with military. In fact, 
T had some rather good letters of recommendation.” And I bid him 
goodby and I waited. 

Mr. Courrney. What was the next thing that happened then ? 

Mr. Retcustrern. The next thing in direct connection with them 
was that I had heard from another selling agent that I had been 
banned. 

Mr. Courrnry. How long after your interview, the interview about 
which you have just been testifying, did you come into possession of 
this other information ¢ 

Mr. Rercusrern. I came into this information the end of September. 

Mr. Courtney. Of this year? 

Mr. Reicusrern. 1954; yes, sir. 

Mr. Courrnery. You were still waiting to sell insurance ? 

Mr. Reicustern. Yes, sir. 

Mr. Courrney. Allright. Now, continue on from there. What next 
transpired ? 

Mr. Reicnstrern. I kept checking with my attorney’s office to find 
out if they had heard anything, inasmuch as he had been correspond- 
ing with headquarters. 

Mr. Courrney. And your attorney was? 

Mr. Retcusrern. Mr. Carroll. Mr. Carroll was not available but 
his secretary said that a letter had arrived stating that not only was 
I not going to be authorized and cleared but that I had been—my 
authorization had been withdrawn. I don’t recall if the letter said 
specifically that I was banned. 
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However, I met another gentleman in the business whom I had 
known, and he says, “I saw or heard that Mr. O’Haire, the executive 
secretary of the European Association of Life Underwriters, had read 
to the association meeting,” which I believe was the last week in Sep- 
tember, “a letter which said that you had been banned.” 

I checked with an officer friend of mine in one of the headquarters 
around Frankfurt, and it was confirmed. I had never been officially 
notified. 

Mr. Courrney. Well then, did there come a time when you were 
officially notified that you had—— 

Mr. Reicusrein. Never. 

Mr. Courrney. There didn’t? 

Mr. Retcusrern. Not I, personally. 

Mr. Courtney. How did the notification come to you? 

Mr. Reicusrern. As I said 

Mr. Courtney. Was it hearsay / 

Mr. Retcusrein. Hearsay, and then I checked it myself and found 
out through one of the headquarters’ weekly bulletins, No. 41, dated 
October 8, 1954. 

Mr. Courrney. That you were forbidden to sell insurance in that 
exchange 

Mr. Retcustrern. Yes. And that was cireularized in every post, 
camp, and station. 

Mr. Courrney. Did you receive any notice ? 

Mr. Reicuster. No, sir; none. 

Mr. Courtney. Did you go back to Colonel Smith then ? 

Mr. Reicustern. No, sir. 

Mr. Courtney. And you had to leave Germany then ? 

Mr. Reicustern. Yes, sir. 

Mr. Courtney. And that has brought you to this point now ? 

Mr. Retcusrern. Yes, sir. 

Mr. Courtney. Before you had been to Germany had you been in 
the insurance business ? 

Mr. Reitcusrern. No, sir. 

Mr. Courrney. Did you take some courses in selling insurance? 

Mr. Retcustetn. No, sir. Well, I studied some courses and I read 
two textbooks. 

Mr. Courrnery. Did you take any examination ? 

Mr. Reicnstrern. Yes, sir; I took two tests. 

Mr. Courtney. When was that? 

Mr. Retcustrern. I believe in September or October of 1952. 

Mr. Courtney. Who conducted the examination ? 

Mr. Reicustrern. Well, it was forwarded to me by the board of 
insurance commissioners from Austin, Tex. 

Mr. Courrney. So you were, at the time you went to Germany, 
licensed to sell insurance in Texas ? 

Mr. Retcustern. Yes, sir. 

Mr. Courrney. And was Colonel Smith made aware of the fact that 
you were licensed in Texas? 

Mr. Rertcustrer. Oh, I am sure that he knew that, Mr. Courtney. 

Mr. Courtney. And so, after passing the Texas examination, you 
were fully licensed. Has that license ever been revoked ? 

Mr. Reicusrern. No, sir. 


36 SALES OF COMMERCIAL LIFE INSURANCE 


Mr. Courrney. Have you ever been disciplined or censored by the 
Texas 

Mr. Reicusrein. No, sir. 

Mr. Covurrney. Do you know of any complaints that have been 
lodged with any public authority, be it military or civil, concerning 
any of your conduct as a selling agent for any of the companies you 
have mentioned ? 

Mr. Rercusrer. No, sir; not to deal with anything at all with 
my conduct on selling insurance or my relationship with my customers. 

Mr. Courtney. Have you ever had any protests or any difficulties 
with any of your clientele—— 

Mr. Rercusrer. No, sir: none. 

Mr. Courrney. In the insurance business? 

Mr. Reicusrer. Oh, there was one instance in 1953 when it was 
the case of another agent coming in and twisting a man who had 
been a satisfied customer for some 3 or 4 months. And this man, 
this other agent, got my customer, who speaks Spanish—and I speak 
a little Spanish too—to discontinue my policy and take out one of 
his. And they tried to blow it up into an incident, but there is no— 
but it was the colonel down there that saw through that right there. 

Mr. Courrney. Who was that colonel ? 

Mr. Rercusrer. That was Coloned Schultz, Robert Schultz. 

Mr. Courtney. He recognized the symptoms of twisting, did he—— 

Mr. Retcusrerx. Yes, sir. 

Mr. Courrney. Which is unethical practice in the insurance 
business ? 

Mr. Reicustern. Very definitely, sir. 

Mr. Courrney. But that is the only instance of which you know? 

Mr. Reicustern. Yes, sir; and there was no censor or anything. 

Mr. Courrney. That was very early in your experience in Europe? 

Mr. Reicustern. No, sir. That was—I had written the man back 
in May or June of 1953; and this so-called incident of selling him 
something he didn’t want or some such thing as that didn’t develop 
until, I believe, October. 

Mr. Courtney. Were you asked to refund any money, or did you? 

Mr. Rercusrern. No. The company apparently voluntarily, 
through the general agent, refunded him his paid premiums? 

Mr. Courrney. His premiums? 

Mr. Rercustern. Yes, sir. 

Mr. Courtney. And the incident was closed ? 

Mr. Reicusrery. Was closed; yes, sir. 

Mr. Courrney. Mr. Reichstein, you have communicated through 
your counsel, Mr, Earl Carroll, to the commanding general of the 
Seventh Army with certain additional representations, all under your 
authority, and copies of those letters have been handed to me. 

Mr. Reicustein. Yes, sir. 

Mr. Courtney. As a matter of general interest, I think they should 
be included in the record as an exhibit. 

Mr. Hess. They may be included in the record. 

HEADQUARTERS, 


UNITED States ARMY, EvROPE, 
APO 403, 23 June 1954. 


Mr. J. CARROLL, 
Counselor at Law, 24 Rheinstrasse, Frankfurt/Main, Germany. 
Dear Sir: Receipt of your letter of 11 June 1954, pertaining to the Great 
— Life Insurance Company and Mr. Stuart W. Reichstein is acknowl- 
ged. 
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Enclosed herewith is a certified copy of the letter of registration issued to the 
Great Northwest Life Insurance Company, as you requested. 

No further action can be taken toward granting a letter of clearance to Mr. 
Reichstein, as the general agent for the Great Northwest Life Insurance Company, 
until the provisions of paragraph 8a, USAREUR Circular No. 26, as changed, are 
complied with. The provisions thereof are: 

“Sa. A letter of clearance from this headquarters in the form shown in Annex B 
may be granted to qualified and approved agents, provided they agree to adhere 
to the rules of solicitation contained in paragraph 9 and provided they possess 
all of the following: 

“(a) A notarized letter signed by an authorized official of a company which 
has been issued a letter in the form shown in Annex A (Letter of Registration) 
indicating the agent is authorized to act as general agent for that company, and 
that the company assumes full responsibility for the action of its agents. 

“(b) A valid license to solicit insurance in a state in the United States or the 
District of Columbia. 

“(c) Evidence of adequate professional and ethical qualifications to enguge in 
the sale and service of life insurance.” 


Sincerely, 
R. L. Burcw, 
Capt., AGC, 
Asst Adj Gen. 
1 Incl: 


Cy ltr regis, 
8 Oct 53, Great 
Northwest Lif Ins Co 


26 JUNE 1954. 
Re Great Northwest Life Ins. Co., Stuart W. Reichstein, Gen. Agent 


COMMANDING GENERAL, UNITED STATES ARMY EUROPE, 
Heidelberg, Germany. 
(Attention Lt. Col. Lewis V. Smith, GS.) 


Dear Str: On June 11, and again on June 18, 1954, I wrote you respecting the 
above-entitled matter. 

On June 25 your response of June 23d was received. 

The inquiry contained in my letter of June 18, 1954, which remains unanswered 
was as follows: “whether or not you require membership in, or affiliation with 
the European Association of Life Underwriters as a condition precedent to the 
issuance of a letter of clearance for the Great Northwest Life Insurance Company 
and its General Agent Stuart W. Reichstein.” 

It was therefore that I telephoned your headquarters and was advised through 
Lt. Col. Lewis V. Smith that Mr. Reichstein must attempt to secure a letter from 
the European Association of Life Underwriters certifying to his qualifications. 

Your office has already certified to his qualifications. Your office has also 
certified that the Great Northwest Life Insurance Company is authorized to 
write insurance in this command. 

The inference contained in your letter of June 23, 1954, that Mr. Reichstein has 
not complied with the provisions of Par. 8 of USAREUR Circular 26, as changed, 
is not based on fact. 

The Great Northwest Life Insurance Company’s letter, dated May 18, 1954, a 
copy of which is attached, shows that there has been full compliance with the 
circular. However, in order to avoid quibbling over matters which appear to be 
designed to prevent Mr. Reichstein and his Company from doing business in this 
command the Great Northwest Life Insurance Company has been requested to 
forward another letter stating that they “assume full responsibility for the 
actions of Mr. Reichstein.” 

However, if the objections of your office are designed to compel either this 
insurance company or its agent to join a particularly favored organization and 
to pay tribute thereto, the reasons for their refusal to do so have been set forth 
in my letter of June 18. 

Unless appropriate authorization is given to Mr. Reichstein within a reason- 
able time after your receipt of the letter referred to hereinabove, this matter 
will be referred to the Secretary of the Army and Chairman of the Armed 
Services Committee for such action on their part as the circumstances warrant. 

I would therefore appreciate hearing from you as to whether or not the letter 
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of clearance for Mr. Reichstein will be issued upon receipt by you of the letter 
hereinabove referred to. 
Very truly yours, 
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DARL J. CARROLL. 
encl.: EJC/gk. 


HEADQUARTERS, 
Unrrep STaAtTes ARMY, EUROPE, 
APO 403, October 8, 19538. 
OG 019/a GPA. 
Subject : Commercial Life Insurance Company—Registration. 
To: Area, District, Unit, and Installation Commanders, 

1. Reference. USAREUR Circular 26, 1953. 

2. In accordance with the provisions of the Circular referred to in paragraph 
1, The Great Northwest Life Insurance Company. Spokane, Washington, has 
registered with, and is recognized by, this headquarters as eligible to write 
life insurance for personnel of the US armed forces stationed in the Federal 
Republic of Germany. 

3. Solicitation of business from military and civilian personnel of the US 
armed forces in Germany by agents of this company will be in strict conformance 
with the provisions of the circular referred to in paragraph 1, and with regula- 
tions promulgated by local commanders. 

4. This letter, of itself, will not be interpreted to mean that any agent of this 
company meets the requirements outlined in paragraph 8, circular referred to 
in paragraph 1, but is issued solely as an indication that this company has been 
registered with, and is recognized by, Headquarters USAREUR, as being eligible 
to write life insurance for US armed forces personnel in Germany. 

5. This letter in no way constitutes an endorsement or recommendation of 
this company, its agents, practices, or its life insurance plans or policies. 

By command of Lieutenant General Hoge: 

/s/t/R. L. Burcn, 
Capt., AGO, 
Asst. Adj. Gen. 
Tel: Heid Mil 8526, 
Certified: A true copy: 
Lewis V. SMITH, 
Lt. Col., GS. 


18 June 1954. 
COMMANDING GENERAL, WILLIAM M. Hoce, 
United States Army, Burope, 
Heidelberg, Germany. 

Dear Sir: By letter dated 11 June 1954 application was made to you for a 
letter of clearance for Mr. Stuart W. Reichstein as General Agent for the Great 
Northwest Life Insurance Company of Spokane, Washington, for this territory. 

To date no reply to this letter has been received. However, a copy of a letter 
sent by your Headquarters, dated 10 June 1954, to the Great Northwest Life In- 
surance Company at Spokane, Washington, has been forwarded to me for reply. 
Contrary to the opening paragraph thereof Mr. Stuart W. Reichstein advises 
me that he did not request the information therein submitted. Instead, Mr. 
Reichstein advises that he personally appeared at your Headquarters where he 
was told by Lt. Col. Lewis V. Smith that a letter of recommendation from the 
European Association of the Life Underwriters was a prerequisite to the in- 
suance of a letter of clearance by your Headquarters for himself as general 
agent of the Great Northwest Life Insurance Company. Inasmuch as no such 
requirement is contained in either USAREUR Cireular No. 26 or Army Regula- 
tion 600-101, Mr. Reichstein requested Lt. Col. Smith to confirm this require- 
ment in writing, that he might present the same to the Great Northwest Life 
Insurance Company. 

Although Lt. Col. Smith agreed to send a written confirmation of this re- 
quirement none has so far been received by either the Great Northwest Life 
Insurance Company or its general agent, Mr. Reichstein. The only letter re- 
ceived to date is that from your Headquarters, dated 10 June 1954, over the 
signature of a Major Robert V. Roberts. This letter does not state that mem- 
bership or affiliation with the European Association of Life Underwriters is a 
condition precedent to obtaining a letter of clearance from your Headquarters. 
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As can be seen from the enclosed copy thereof it is mostly a “sales talk” devoted 
) extolling the purported virtues of this Association. i : 
This was requested because the Great Northwest Life 
Insurance Company is not desirous of becoming affiliated with the European 
Association of Life Underwriters, an unincorporated association, for numerous 

reasons which it considers valid. Among these reasons are the following : 

1. For approximately one year the Great Northwest Life Insurance ¢ ompany 
through its former General Agent, A. L. McAlester, was a member of this end 
ciation. It appears that this Association collects approximately $100 per mont 
from each of some 25 companies, aggregating some $2,500 monthly, all of which 
funds are reportedly turned over to an individual by the name of W alter 0 Haire, 
who styles himself Executive Secretary of the said Association, No financial 
statement is published by this Association and the request of an authorized rep- 
resentative of the Great Northwest Life Insurance Company for a statement of 
account of these funds was refused by Mr. O’Haire. This method of handling 
the funds is in contravention of Article 2 of the Constitution and By-Laws of 
this Association which provides in Paragraph 1 thereof as follows : . ‘ 

“Income and expenditures will be the exclusive responsibility of the Executive 
Council.” 

2. The Constitution and By-Laws of this Association provide for no fixed fees 
or monthly membership dues, but merely state in Paragraph 2 of Article 2 
thereof: 

“Sources of income will be from membership initiation fees, monthly member- 
ship dues and from special assessments set by decision of the Executive Council 
upon majority vote of those present at the meeting.” 

This Association is in effect a co-partnership and this provision subjects the 
members of that Association to an unlimited assessment liability. 

The Great Northwest Life Insurance Company is organized under the strict 
insurance code of the State of Washington and possesses assets far in excess of 
most of the other members of this Association. The Great Northwest Life Insur- 
ance Company deems the obligation of such unlimited assessment violative of 
both the pertinent laws of the State of Washington and contrary to sound busi- 
ness practice, particularly in view of the loose manner in which the financial 
affairs of this Association have been conducted in the past and its failure to 
make proper accounting for those funds heretofore entrusted to it. It is further 
unwilling to subject itself to such an unlimited assessment liability which pur- 
suant to the provisions of Paragraph 3 of Article 2 of the Constitution and 
By-Laws of this Association say : 

“* * * be made upon motion and vote of the members of the Executive Council 
present at the meeting.” 

5. The membership of this Association consists principally of life insurance 
companies organized under the laws of the State of Texas, which laws are 
notoriously inadequate for the maintenance of proper reserves, practices, and 
procedures of life insurance companies organized and established under the 
far stricter requirements of the laws of other States, such as the State of 
Washington. The Great Northwest Life Insurance Co., is unwilling to affiliate 
itself with most of those life insurance companies presently constituting the bulk 
of the membership of this Association. 

Nothing contained in either the Army Regulation No. 600-101 or USAREUR 
Circular No, 26, dated 1 August 1953, requires any reputable life insurance 
company to become affiliated with the European Association of Life Underwriters. 

The statement in the last paragraph of the letter from your headquarters, 
dated 10 June 1954, to the effect that the professional qualifications of each 
general and soliciting agent is somehow bolstered by the written recommen- 
dation of this Association or by the assertion that such Association conducts 
some type of written examination is both mystifying and misleading. The 
adequacy of professional qualification and responsibility therefor is completely 
covered by the provisions of both Army Regulation No. 600-101 in Paragraph 2 
thereof which in pertinent part provides: 

“Any commercial life insurance company and its agents, if both are duly 
licensed in any State or in the District of Columbia, will be permitted to solicit 
business on any Army installation, exclusive jurisdiction over whch has been 
ceded to the United States.” 

Paragraph 8c thereof further provides: 

“Agents applying for permission to solicit will be required to furnish a 
notarized letter, signed by an authorized official of the company, indicating 
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that the agent is authorized to solicit for that company, and that the company 
assumes full responsibility for the actions of its agents.” 

USAREUR Circular No. 26, change No. 1, dated 21 August 1953, provides in 
Paragraph 4 for the substitution of Paragraph 8a of that circular the following: 

“A notarized letter signed by an authorized official of a company which has 
been issued a letter in the form shown in Annex A indicating the agent is 
authorized to solicit (or act as general agent) for that company, and that the 
company assumes full responsibility for the action of its agents.” 

The laws of the State licensing the agent or general agent provide for exami- 
nations for more thorough and extensive than any such examinations given by 
this wholly voluntary association. The issuance of a license to an agent or 
general agent by the insurance commissioner of a State is legal evidence of the 
competency of such agent or general agent. 

In addition to holding such a State license, Mr. Reichstein presently pos- 
sesses a letter of clearance from your headquarters as the agent for another 
company which he has satisfactorily represented in this area for the past 2 
years. 

The Great Northwest Life Insurance Co, assigns as an additional reason 
for its lack of willingness to affiliate itself with the European Association of 
Life Underwriters some highly questionable practices in which this associa- 
tion reportedly has indulged in the licensing of agents in this territory. It has 
been reported that this association has been the instrumentality through which 
numbers of persons have secured licenses as insurance agents from States in 
which they do not and have not resided, contrary to the laws of those States. 

The Great Northwest Life Insurance Co. of Spokane, Wash., is a company 
organized and maintained under the laws of the State of Washington. It is 
also admitted and complies with the laws of the States of California, Idaho, Mon- 
tana, Oregon, Utah, Washington, and Hawaii. It is a stock company more 
than a quarter of a century old. Its assets exceed those of the combined assets 
of most of the Texas companies constituting the bulk of the membership of the 
European Association of Life Underwriters. Best’s Life Insurance Reports, 
the recognized insurance authority for more than 50 years, gives the company 
an excellent rating and has the following to say about its financial condition 
and business management: i 

“The results achieved by the company are above the average for the business. 
In our opinion it has ample margins for contingencies. Upon the foregoing 
analysis of its present position we recommend this company.” 

For the above and other reasons which it considers good and sufficient, the 
Great Northwest Life Insurance Co. does not desire to affiliate itself with the 
European Association of Life Underwriters. I have therefore been directed 
to specifically inquire of you as to whether or not you require either member- 
ship in, or affiliation with the European Association of Life Underwriters as a 
condition precedent to the issuance of a letter of clearance for the Great North- 
west Life Insurance Co. and its general agent, Stuart W. Reichstein. In view of 
the fact that this company has a general agent now in this territory and has 
gone to considerable expense in putting itself in a position to extend its services 
to military personnel, each day’s delay in the procurement of the necessary 
letters of clearance is costly. Your immediate reply will be greatly appreciated. 

Yours very truly, 
J. CARROLL. 
BJC/gk. 


Mr. Courrney. Now, do you know anything about the licensing in 
your observation in the Seventh Army of other agents for other 
companies or different companies? 

Mr. Rercustern. Well, I believe, from what I have seen—and T 
can give one instance of a man who, when I was in a restaurant, came 
over—apparently he had known me by some means; I never was intro- 
duced to him formally—and said he represented Service Life Insur- 
ance Co. 

And I wasn’t too communicable. I wasn’t interested in this person. 
And I said, “By the way, where do you live?” because he had a pro- 
nounced accent which would be associated somewhere up in New 
York or somewhere like that. 
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And he said, “Just a minute; I will see,” and he reaches in his pocket, 
and he couldn’t even pronounce the name of the street correctly. 

Mr. Courtney. Was he licensed as a Texas agent 4 

Mr. Retcusrern. Yes, sir. 

Mr. Courtney. And do you know the man’s name now? Could you 
identify him in any way? 

Mr. Reicustrin. Yes, Lcould. His name is Solomon, M. Solomon. 

Mr. Courtney. And he had a certificate certifying that he was—— 

Mr. Reicestern. He had a license, a regular card, 

Mr. Covrrney. Official card ¢ 

Mr. Reicustetn. Yes, sir. 

Mr. Courrney. Now, do you know of any other instances of licens- 
ing individuals of that class and kind? 

Mr. Retcusrern. Well, I believe that since I didn’t check, Mr. 
Courtney, on any personally—this incident just riled me. 

Mr. Courtney. This just came to you accidentally ? 

Mr. Reicusrern. Yes, sir. That it wouldnt be incorrect to say 
that perhaps 8 out of 10 of all the licensed agents there are not really 
bona fide residents of the State from which they have been licensed. 

Mr. Courrney. Do you know anything of the circumstances which 
Mr. Stern had reference to this morning under which the American 
vice consul certified as to certain representations to be presented to the 
military ? 

Mr. Reicustern. Yes, sir; [spoke to Mr. Rohde. 

Mr. Courrney. What was that conversation ? 

Mr. Reicuster. I didn’t go up there for that matter. I went up to 
get a document notarized for some property. We were talking, and 
he said: “Well, I hope this weird program is over with of running 
people in here to make a statement that they reside in a place where 
they actually don’t.” 

And he told me of one instance where several of these men came 
up at the same time, and he said it was obvious that they couldn't 
even pronounce the name of the town, nor was it consistent with their 
character which he observed, that they were residents of Texas. 

Mr. Courtney. Was he talking about insurance licensing ? 

Mr. Reicuster. Of making the application—— 

Mr. Courtney. The application ? 

Mr. ReicusterN. Which required a notarization, and there was no 
other place to get a notarization but the consul. And he said: “All I 
did was tell them what the penalty was for willfully making a false 
statement.” 

Mr. Courrney. And what happened after that ? 

Mr. Reicusrety. And he said that they decided to leave without 
signing, without taking the notarization; and a few—perhaps an hour 
later he had a call from Mr. O’Haire who explained to Mr. Rohde 
that you didn’t need to live in Texas to obtain a license; all you needed 
to do was intend to live there. 

But that didn’t seem to sway Mr. Rohde any, and he said they 
never came back. He said, “I don’t know how they are doing it now 
but,” he said, “I never saw any more up here.” That’s in Frankfurt. 
Mr. Courtney. I think he has since been transferred on official duty ? 
Mr. Rercusretn. Yes, sir: I believe so. 

Mr. Courrney. Mr. Rohde I am speaking of. 
Mr. Reicustern. Yes, sir. 
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Mr. Courrney. I think that’s about all. 

Mr. Hess. Let me follow one line of thought here, Mr. Courtney. 

Let’s find out about these groups. When they call these boys to- 
gether 

Mr. Reicusrein. Yes, sir. 

Mr. Hess. Did they permit you insurance salesmen to speak to 
them ¢ 

Mr. Retcusrern. Sometimes, Mr. Hess. In 1953 they did; yes, sir. 

Mr. Hess. Call them together for the purpose of selling insurance 
to them ? 

Mr. Retcusretn. No, sir. It was then, I believe, or so I was in- 
formed, accepted practice that the TINE time could be utilized 
to inform on insurance generally and on the GI bill, on Public Act 
550, as an informative thing; and undoubtedly there was selling done 
afterward in some instances. 

Mr. Hess, Well, how did they select you insurance men to speak to 
them? Were each of you given an opportunity to talk to the boys? 

Mr. Retcustrer. Well, 1 don’t know about each, Mr. Hess. But 
if an agent were out trying to sell, and if that was his tactic to use, 
to come in contact with the prospects and if it was the commanding 
officer’s idea that it was all right, if he thought the agent had some 
qualification, then apparently it was pursued in that manner. 

Mr. Hess. It was entirely up to the commanding officer of the par- 
ticular outfit ? 

Mr. Reicusrern. Yes, sir. 

Mr. Hess. Was equal time given to all of the 14 companies ? 

Mr. Reicusrer. I wouldn’t know that, Mr. Hess. 

Mr. Courrnrey. Was that practice discontinued? I thought I 
noted that. 

Mr. Reicustern. Yes. I hadn't seen any of that in the last year. 

Mr. Courrney. Were you permitted to lecture? 

Mr. Reicusrern. In fact, I was offered it and I declined very 
recently ; I mean before I had surrendered my authorization to work. 

Mr. Courtney. You were offered an opportunity of lecturing to 
these audiences ? 

Mr. Retcustern. Yes, sir. 

Mr. Courrnry. Was it suggested or required of you that you make 
any contribution of any kind for that privilege ? 

Mr. Rercusrer. No, sir; none whatsoever. 

Mr. Courrney. And you declined. Now, as a matter of curiosity, 
for what reason did you decline ? 

Mr. Rercustern. Well, it had been agreed that this sort of group 
selling and utilizing of Government time would not be utilized—would 
not be done. 

Mr. Courrney. It had been agreed by whom? 

Mr. Reicusrery. By the general agents. And therefore anyone 
who would do it would be violating, of course, not their own agree- 
ment, but fundamentally, they would be violating the regulation 
which came out in 1953 which specifically prohibits it. 

Mr. Courtney. That’s the regulation 600-101 ? 

Mr. Rercustein. Yes, sir; in July 1953, 

Mr. Courrney. Now, I think Mr. Chairman 

Mr. Hess. Do you have any questions, Mr. Hébert ? 

Mr. He&perr. Yes, I want to ask a few questions. 
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Did you go to Germany specifically to be a salesman for this Texas 
company ¢ 

Mr. Reicusrern. Yes, sir. 

Mr. Heéperr. You trained yourself in the State of Texas and went 
to Germany specifically to sell ? 

Mr. Reicusrern. Yes, sir. 

Mr. Héperr. You say you returned your certification at the request 
of your general agent ? 

Mr. Reicustrern. Yes, sir. 

Mr. H&nerr. Why did he request you to return it? 

Mr. Retcustern. He said that apparently he wanted me to be sure— 
He wanted to be sure that I wouldn't be out working for his company 
which, of course, I wouldn’t have done anyway. 

Mr. He&nerr. Now, you are speaking of American Standard ? 

Mr. Retcustern. American Standard. 

Mr. Hfsertr. That you wouldn’t be out working for his company? 

Mr. Reicustern. Yes, sir. 

Mr. Hfperr. Why didn’t he want you working for his company ? 

Mr. Retcusrern. Because he had requested that my name be re- 
moved from the association roster. 

Mr. Heserr. I understand that. Why had he requested that? 
Were you fired or dismissed ? 

Mr. Reicusrern. No. I told him that inasmuch as I had been 
bonded general agent for Great Northwest that it would probably be 
that much better if I didn’t take up 1 slot on his authorized number 
of 6 for the association, 

Mr. Heénerr. Oh, I see. 

Mr. Rercustern. And, of course, Mr. Hébert, that’s also required in 
the regulation. 

Mr. H&serr. In other words, he asked to draw your assignment 
back or recommendation back only after you were going to change 
companies 

Mr. Retcustern. Yes, sir. Yes, sir. 

Mr. Heserr. Now, do you know of any other agent over there 
who found himself in like position to you, who refused to join this 
employees’ group or this insurance group and was refused a license? 

Mr. Retcustrern. No, sir; I don’t know of any other one. 

Mr. Héserr. Do you know of anyone who does not belong to it 
who is allowed to sell, who is licensed ? 

Mr. Reicustrern. No, sir. To the best of my knowledge there is 
none. 

Mr. Héserr. To your knowledge, the best of your knowledge, 
everybody who is licensed is a member of this group? 

Mr. Reicustrern. Yes, sir. 

Mr. Hérrrr. And you know of no one who is not a member of 
this group? 

Mr. Retcusrern. Yes, sir. 

Mr. Hf&rerr. Now, the colonel told you that you went to Mike 
Stern? 

Mr. Retcustetn. Yes, sir. 

Mr. Hérert. What was the occasion of you going to Mr. Stern? 
How did that come about? 

Mr. Reicusrern. Well, I didn’t go to him at all. I was at a dinner, 
and my attorney introduced him to me. 
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Mr. Héserr. And so what ? 

Mr. Rercusrern. And my attorney told me to tell Mr. Stern what 
my situation was there with reference at that time to getting authori- 
zation for my company and myself as general agent 

Mr. Hiéserr. And you told him that? 

Mr. Retcusrern. Yes, sir. 

Mr. Hénerr. About the circumstances. Mr. Stern referred this 
morning to listening to a telephone conversation. 

Mr. Rercusrein. I don’t know about that, sir. 

Mr. Héserr. As I understand his testimony, wasn’t it that he 
heard 

Mr. Hess. From the attorney’s office. 

Mr. Héserr. From the attorney’s office. 

Mr. Hnxss. To Colonel Smith. That you talked to him on the tele- 
phone. 

Mr. Srern. It’s on a tape recorder, this permanent record of it. 

Mr. Héserr. Oh. Did you know of a tape recording being made of 
a conversation 

Mr. Reicusrern. No, I-didn’t know at that time. I knew about it 
afterward. 

Mr. Héserr. Who made that tape recording? 

Mr. Reicusrern. I believe my attorney made it. 

Mr. Héserr. Without your knowledge ? 

Mr. Reicusrein. I didn’t know anything about it; that’s right. 

Mr. Héserr. And it was a conversation recorded with Colonel 
Smith ¢ 

Mr. Reicustrern. No. As I understand it, between he and Colonel 
Smith. 

Mr. Héperr. Not you? 

Mr. Rercusrein. No, not I. 

Mr. Heéperr. Oh. He made the recording? 

Mr. Reicustrern. Yes, sir. 

Mr. Héserr. And so the understanding was that the conversation 
Mr. Stern had reference to was a conversation between your attorney 
and Colonel Smith, not between you and Colonel Smith 4 

Mr. Retcusrern. Oh, no. I never spoke to him on the phone, sir, 
about this. 

Mr. Heserr. Only on the two occasions. Of course, when you were 
unable to be cleared or not given this license, you had to come back 
home ¢ 

Mr. Retcusrer. Yes, sir. 

Mr. Héserr. Between the month of June and until September, when 
this matter occurred, you did nothing in Germany at all? 

Mr. Reicusrern. Until July, until the time that my general agent 
asked me for my clearance back. I worked the first 214 weeks of July. 
I didn’t work in June because of getting all this stuff, running around 
to get all of this done, and then I was going to work. In fact, I tried 
to work and I found that under the circumstances it probably would 
be best that I didn’t work inasmuch as I had already alined myself as 
a general agent with Great Northwest, even though I wasn’t recog- 
nized by the headquarters, that it just wouldn’t be good business to 
be out working for American Sessile’ So I didn’t—— 
Mr. Hérerr. By whom are you employed now ¢ 
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Mr. Retcustern. No one. I am the general agent, but that’s just a 
title. Its nothing; I can’t work. 

Mr. Héserr. Well, that insurance company is not being represented 
in Germany now, is it? 

Mr. Rercustetn. Not to my knowledge it isn’t, Mr. Hébert. 

Mr. Hiésertr. What was the occasion that caused them to disassociate 
themselves with this group? Do you know ? 

Mr. Reicustern. Well, they left it entirely up tome. The decision 
to affiliate with the association is left up to the general agent appar- 
ently. 

Mr. Héserr. Well, now, prior to your appointment as general agent 
they had been associated with the group by your predecessor ? 

Mr. Retcusrern. Yes, sir. 

Mr. Héperr. And when you took over, then you withdrew them? 

Mr. Rertcustern. Yes, sir. That’s right. 

Mr. Héperr. You are the individual who withdrew them and not the 
company ? 

Mr. Reicustern. No, not the company. 

Mr. Hézerr. You withdrew them because you saw no benefit to it? 

Mr. Retcustern. Absolutely none, sir. 

Mr. Hé&verr. Now, you heard Mr. Stern this morning cite instances— 
not instances, but generalized on abuses and cited one case known as 
the Jeffrey case? 

Mr. Reicustrer. Yes, sir. 

Mr. Héperr. Do you know of any such abuses going on over there ? 

Mr. Retcusrer. I wouldn’t know about the claims, Mr. Hébert, 
such as in this Jeffrey case, but I think that there are abuses 

Mr. Heéperr. Well, do you know of any occasion where the insurance 
company failed to pay off 

Mr, Retcusrer. No, sir. 

Mr. Héperr. Except in the Jeffrey case? 

Mr. Retcustern. No, sir. No, sir; I don’t. 

Mr. Hess. You haven’t heard about it? 

Mr. Reicusrern. Well, I had heard that there was one company 
that was difficult to get a settlement out of on a claim. 

Mr. Héserr. Only one out of the total amount ? 

Mr. Retcustern. Yes, sir. 

Mr. Héperr. But it was not a general practice; in other words, a 
general consensus ¢ 

Mr. Reicusrer. No; not with regard to the claims. No, sir. 

Mr. That’s all. 

Mr. Hess. That’s all. Mr. Courtney, any more questions? 

Mr. Courtney. No, sir. 

Mr. Hess. Mr. Kuhn, do you have any? 

Mr. Kunn. You were affiliated with three companies? 

Mr. Rercusrern. Yes. 

Mr. Kunn. Two were Texas companies and one was a Washington 
company ¢ 

Mr. Reicusrer. Right. 

Mr. Kunwn. Can you tell us auything about the capitalization of 
American Standard Life Insurance Co. 

Mr. Reicusrern. Yes. American Standard is a good, solid firm. 
I believe their paid-in capital is in excess of a million dollars now. 
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Mr. Kunn. When were they incorporated ? 

Mr. Reicusrern. Oh, that’s quite a few years ago. I am sure that 
they are probably 20, 25 years in business. 

Mr. Kun. You know for a fact that they are in business at least 
20 years? 

Mr. Reicusrern. Yes. 

Mr. Kvunn. What about Midcontinent Life Insurance Co.? When 
were they incorporated ? 

Mr. Reicustrern. Well, that is a more recent one. I believe they 
were incorporated back in around 1950, somewhere in there. 

Mr. Kuny. 1950. Do you know the capitalization of that com- 
pany ? 

Mr. Reicusrery. I believe it was $200,000. 

Mr. Kunwn. $200,000. Who is the president ? 

Mr. Reicusrei. It may have changed now. Well, I will give you 
the name of the military director. That’s who my business was done 
with, Mr. Roberts. 

Mr. Kun. Had he ever been in the service? 

Mr. Rercusrern. I really don’t know. 

Mr. Kuny. Do you know whether any of the officers or directors 
were military men? 

Mr. I don’t know. I can’t answer that. 

Mr. Kunyn. You don’t know ? 

Mr. Reicustern. No. No, I don’t. 

Mr. Kunn. What about Great Northwest? When were they in- 
corporated ¢ 

Mr. Reicustrery. They have been in business 27 years. 

Mr. Kunn. Twenty-seven / 

Mr. Rercuster. Right. 

Mr. Kuxun. Do you know what their capitalization is? 

Mr. Reicustern. Yes; 6 million. 

Mr. Kunn. As opposed to 200,000 ? 

Mr. Rercusrem. Yes. 

Mr. Kuun. I think that’s all. 

Mr. CourrNry. May we digress for just a minute ? 

Mr. Hess. Yes. 

Mr. Courtney. Mr. Reichstein, the letter which was received by 
you from Major Roberts, I believe it was, the one which you read 
in the record, the major said that there had been some unethical prac- 
tices crept into the operations, if I recall the text correctly; for which 
reason he proceeded to speak about the association. What were the 
unethical practices? Did any of them come to your attention ? 

Mr. Rercusrern., Well, back in 1952 one firm was banned entirely. 
That was Service Life Insurance Co. 

Mr. Courtney. Are they now on the accepted list ? 

Mr. Reicustrern. Oh, yes. They were reinstated I believe in Feb- 
ruary of 1953. 

Mr. Courtney. For what reason were they banned ? 

Mr. Retcusrer. There were numerous things. One was that they 
didn’t go to the trouble of licensing agents. They just gave a kit 
with a portfolio to any breathing human being that could read and 
write and, “You are, with our blessing, an agent: go out and sell.” 

Mr. Courtney. Now, anybody else? Any other unethical prac- 
tices to which the colonel was referring in your knowledge? 
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Mr. Reicustrern. No. That's the only thing I could think of, that 
one company. 

Mr. Courtney. No. I am speaking now generally of incidents in 
this command while you were engaged in selling for these two com- 
panies. The colonel makes the flat statement that there were un- 
ethical practices. 

I ask you now if you can tell the committee of any of them which 
came to your knowledge with respect to any agent or any company 
during your tenure / 

Mr. Reicustrery. Oh. Well, yes. One that is still going on ap- 
parently, and it countermands their own regulation and even this 
Association of European Life Underwriters, in that there is supposed 
to be some record kept of where each fieldman is assigned, and that 
that should in a sense be his territory, so that it would eliminate this 
running in and out of one firm on top of another, that is one agent 
on top of another, into the same place. 

Mr. Courtney. Now, do you mean agents of the same company or 
agents of other companies ? 

Mr. Reicusrerm. Other companies. 

Mr. Courtney. You say the regulations require or set out a geo- 
graphical limit within which an agent may work? 

Mr. Reicusrein. Yes, sir. And the good that can acerue from this 
is obvious, because it gives a man a stable—an agent a stable area, and 
it eliminates the ever-present possibility of twisting by other agents, 
which seemed to be quite prevalent. 

Mr. Courtney. Did that have anything to do with having a fixed 
address where you could be located ¢ 

Mr. Reicustrer. Well, it would help, for one thing. But primarily 
it would seem to instill a certain amount of needed confidence in the 
prospects and in customers to find that some slight variation in the 
same plan or the same type of coverage would be offered by another 
firm at either a slightly ditlerent rate or to include certain other things 
for the same rate. 

Not that I am adverse to competition. I didn’t mean it that way. 
But actually the table used is the same by all firms. It is just the 
embellishments that come on to induce or promote a sale. 

Mr. Courtney. Mr. Chairman, for the record, I have a question. 
One of these gentlemen would like to know what “twisting” is. Would 
you explain that? 

Mr. Reicusrern. “Twisting” is defined in the code of insurance 
selling as, I guess, touting off an already sold customer. 

Mr. Courtney. In other words, supposing you made a sale of insur- 
ance and you had received perhaps a partial payment on the premium ; 
some agent would then come along and get you to drop the policy 

Mr. Reicusrer. The customer. 

Mr. Courtney. The customer to drop the policy you had sold him 
and take one of his own? 

Mr. Reicusre. That’s right. 

Mr. Courrney. That is described as twisting / 

Mr. Reicustrem. That’s a violation of State law. 

Mr. Courtney. It’s a violation of State law in that occupation. In 
other words, it’s stealing a customer, more than unethical ? 

Mr. Reicusrein. Yes, sir. 
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Mr. Courtney. In most States it’s banned, I think? 

Mr. Retcusrern. Yes, sir. 

Mr. Courrney. It’s unlawful, I should say ? 

Mr. Reicustrern. Yes. 

Mr. Courtney. Well, now, any other unethical practices which you 
observed to which the colonel made reference ? 

Mr. Reicustrein. Well, none came to my personal attention, that 
is where I would have experience or run into something. 

Mr. Courtney. Well then, we better confine it solely to what came 
to your personal attention. 

Mr. Reicusrern. Yes, sir. 

Mr. Courrney. Do you know of any disciplinary actions that were 
taken with respect to unethical practices during your tenure in Ger- 
many 

Mr. Reicusrer. I had heard that the association had recommended 
that two men be banned from selling over there. 

Mr. Courtney. Do you know whether that was accomplished 

Mr. Reicustrern. I believe so. I think it was accomplished. And 
then I understand that the—that was the case where the association 
took it upon itself to recommend banishment to headquarters and then 
headquarters acted on it. 

Mr. Hess. How did the association act, through what, through a 
board of governors or trustees or was it a committee or was it one 
man ¢ 

Mr. Rercustern. I believe it was the full membership. 

Mr. Hess. Full membership met and voted on the question ? 

Mr. Reicustern. Yes, sir. 

Mr. Hess. Now, when you say full membership, is that one repre- 
sentative from each one of the insurance companies ¢ 

Mr. Rercusrern. Their general agent or his designated representa- 
tive. 

Mr. Hess. I see. All right. 

Mr. Retcustern. Then there was the case this summer where I un- 
derstand in accordance with regulations that 2 men for Service Life 
Insurance Co., the same firm which had been banned before, 2 of 
their agents had a letter of, banishment forwarded to our headquar- 
ters, to USAREUR, but that it was knocked out at USAREUR; they 
were never banned. They didn’t emanate from the association. 

Mr. Hess. This was the Army ? 

Mr. Reicusrern. Itself. 

Mr. Hess. And the recommendation, for whatever—— 

Mr. Rercustern. Some malpractice. 

Mr. Hess. Was not carried out ? 

Mr. Reicusrern. No, sir. 

Mr. H&éserr. Wasn’t this association, as a matter of practice and 
fact, organized to police its own members, to set up a certain code of 
ethics and practices ? 

Mr. Retcusrer. Yes, that’s right, Mr. Hébert. And I am in full 
accord with that. I think that it’s a noteworthy thing, that it’s ac- 
tually essential to have a fair and independent association to act for 
the general betterment of the business, particularly in this case being 
abroad where we are just an enclave of America over in foreign sur- 
roundings. 
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But where you find that the executive secretary has been licensed 
in the State of Texas by Service Life Insurance Co. prior to that, and 
where it is reported that he gets an override on all their business 

Mr. Hépert. Now we are getting down to pay dirt. Let’s hear 
about that. Who is this man? 

Mr. Reicustern. O’Haire, Walter O’Haire, Walter W. O'Haire. 

Mr. Héserr. All right; tell us about him. 

Mr. Retcustein. He is the man to whom all insurance people over 
there look for anything that needs to be done. He is the executive 
secretary of the European Association of Life Underwriters. And it’s 
a matter which would take investigation to verify, but he does get an 
override, I am told, on Service Life’s business; and I understand he 
has got an interest in several other affiliates of the insurance companies 
doing business there. 

Mr. Heéperr. Now, couldn’t this association throw—what’s his 
name 

Mr. Reicusrer. O'Haire. 

Mr. Heéserr. O’Haire out if they wanted to? Or where does he hold 
his power over them ? 

Mr. Reicustern. I understand from what I had inquired that he has 
a contract with each individual company—I may be wrong in that— 
and that the contract has some time yet to run. 

Mr. Heserr. Well, nobody forced these companies to sign a contract 
with him 

Mr. Retcustern. I wouldn't think so, Mr. Hébert. 

Mr. Héserr. Well then, it’s a voluntary procedure then / 

Mr. Reicusrern. Yes, sir. 

Mr. Hépert. And this override that he gets is something voluntary 
that they pay him to act as their executive secretary ? 

Mr. Rercusrer. I think that’s in addition to what they pay. I 
was questioning this hundred dollars a month that was to be paid him 
by the company whom the general agent represented; and I believe 
that’s extra. 

Mr. Héperr. Well, is there any compulsion to pay him to get a clear- 
ance over there? That’s what I am getting at. Do you know of any 
compulsion 

Mr. Retcusrern. No, sir. I wasn’t required to pay. No one asked 
me to pay anyone anything. 

Mr. Heserr. And no override either? 

Mr. Retcustein. No, sir. 

Mr. Hépert. So if any companies paid them any override, they were 
doing it on their own? 

Mr. Reicusrern. Yes, sir. 

Mr. Hess. Well, you weren’t licensed either ? 

Mr. Retcustrer. Not as a general agent. 

Mr. Hésert. But his company was licensed ? 

Mr. Rercustrern. Right. 

Mr. Hésert. And his predecessor was licensed ? 

Mr. Rercustrem. Right. 

Mr. Héserr. Now, would there be any reason that you would know 
of, why they would voluntarily give him an override?) How much 
was his override ? 

Mr. Rercusrein. I understand that it would run somewhere between 
5 and 5 percent. 
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Mr. Héperr. That would be given to him for all business done over 
there? 

Mr. Reicusrein. Yes, sir. 

Mr. Héserr. Do you know of any reason why they should do that, 
why he should have an override ? 

Mr. Reicustrern. Well, this was the firm which had been banned, 
Mr. Hébert, and I understand Mr. O’Haire played an important role 
in getting them reinstated. 

Mr. Heéserr. Well, he rendered a service then for that. But now, 
how about the others? 

Mr. Reitcusrerm. I don’t know what the others would have any 
reason to pay him anything for. 

Mr. H&serr. Well, how many do pay him that you know of ? 

Mr. Reicusrer. I know of two. 

Mr. H&serr. Which two? 

Mr. Reicustrern. National Educators and Service Life. 

Mr. Hepserr. Now, National Educators is the outfit that Mr. Stern 
talked about that failed to pay off on the Jeffrey claim? 

Mr. Reicusrern. Yes. I understand his interest is in Educators 
Finance Corp.—or Educators Investment Corp. 

Mr. Heserr. And his other interest is that Service—what did you 
call it? 

Mr. Reicusrery. Life Insurance Co. 

Mr. Which was banned? 

Mr. Retcusrern. Yes, sir. 

Mr. He&sertr. So I would say his connection with at least two com- 
panies is questionable, 

Mr. Reicusrers. Well 

Mr. H®&serr. I don’t ask you to draw your conclusions. 

Mr. Retcusrern. Yes, sir. 

Mr. Hevert. I mean I am just talking about the evidence here. 

Mr. Reicustern. Yes, sir. 

Mr. H&pert. Now, how about the remaining 12%? Do they pay him 
an override? 

Mr. Reicustrern. I wouldn’t think so. I base that on the number 
of agents they have and, from what I have been able to gather, the 
amount of business they do. The Service Life is the biggest thing 
over there. 

Mr. Héserr. And that’s the one that was banned ? 

Mr. Reicusrern. Yes, sir. In fact, their general agent now is a 
man who was banned before personally, in addition to the company; 
this man Ellis. 

Mr. He&serr. And it was Mr. O’Haire who got him reinstated you 
understand ? 

Mr. Reicustern. Well, I think he was instrumental. 

Mr. H&verr. And who reinstated him? Colonel Smith? 

Mr. Retcusrern. His predecessor. 

Mr. He&serr. His predecessor. Who was that? 

Mr. Major Dyson. 

Mr. He&perr. Well, aren’t we in this position now, that the overall 
effect of what is going on is the arbitrary stand of the commanding 
officer who sets up this association as his guide and says, “Unless you 
belong to it you can’t participate in this insurance business; you 
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can’t sell,” and there is nothing in the regulations that says that that 
is necessary ¢ 

Mr. Reicusrern. That’s correct, sir. 

Mr. H&perr. So it is really in effect the attitude of an individual 
who may change tomorrow or next week or next month ¢ 

Mr. Reicusrer. | Nodding. ] 

Mr. Héeverr. And that individual could come along and say, “Well 
now, this deal is off,” but still this association would continue to exist 
to police its own people such as good bureaus police their business 
and so on? 

Mr. Retcustrern. That’s right. 

Mr. That’s all. 

Mr. Courrnry. Mr. Reichstein, I don’t want to pursue this indefi- 
nitely. But is it your position that because of what you deem to be 
Mr. O’Haire’s personal interest in two of the companies and the 
money that you think he receives from them that you feel the asso- 
ciation would not be of service to your company and to you? 

Mr. Retcusrern. Not alone. 

Mr. Courrney. Well, what else would govern your decision not 
to join? 

Mr. Rercusrern. Well, for example, in article IV, paragraph 3, 
of the European Association of Life Underwriters’ constitution and 
bylaws it says that: 

Special assessments may be made upon all of the members by a majority vote 
of the entire association whenever the executive council deems this to be appro- 
priate and necessary— 
and 4: 

The initiation fees and monthly dues are subject to change by a majority vote 
of the executive council. 

Mr. Courrney. That’s an additional reason ? 

Mr. Retcusrerm. That’s an additional reason. 

Mr. Courrney. Well now, let’s get on to one other thing, and then 
I will close with you. 

Mr. Reicustrein. Yes, sir. 

Mr. Courtney. Were you in Germany when Major Dyson, the 
predecessor of Colonel Smith, was in charge of the insurance office? 

Mr. Rercusrern. Yes, sir. 

Mr. Courrney. Do you know what has become of Major Dyson? 

Mr. Reicusrein. I understand that—well, he was rotated. I don’t 
know where he is at now. 

Mr. Courtney. Is he a career officer? 

Mr. Reicusrern. I believe so, sir. 

Mr. Courrney. What did he have to do within your knowledge 
with respect to the licensing of the Service Life Insurance Co. ? 

Mr. Reicustern. Well, it was stated—I actually heard O’Haire at 
one of these meetings I attended say that we just had to work with 
him, that he was the man who saw this picture and so on. 

Mr. Courrney. Beyond that there was nothing / 

Mr. Retcusrein. That I know of. 

Mr. Héserr. Would you think that he is the muscle man? 

Mr. Reicusrern. I would say so. 

Mr. Héeerr. Or the wagon man? Which? 

Mr. Retcusre1n. He would be the get-done man, Mr. Hébert. 
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Mr. Héserr. Well, in other words, you know what we are talking 
about. Would you say from your experience there that O’Haire 
would have a comparable position to a boss in a section where you 
had to pay tribute to him to do business? 

Mr. Reicusrern. Yes, sir. 

Mr. Héserr. That’s the impression you got? 

Mr. Reicusrern. That’s exactly it. 

Mr. Héperr. He was the muscle man ? 

Mr. Retcustern. He sure is. 

Mr. H&perr. And, by God, if you don’t do business with him, you 
don’t do business over there. Where does he get the power to do 
this? 

Mr. Retcusrern. Well, apparently he must get it, sir, from the per- 
son who writes a letter such as the one I read into your record, extolling 
the virtues 

Mr. Héperr. I think this committee would be interested to hear 
Colonel Smith. 

Mr. Hess. We might hear from Mr, O’Haire, too. 

Mr. Héserr. I would like to hear him also. 

He is in Europe now / 

Mr. Retcusrern. I believe so. 

Mr. Heéserr. In other words, he gets $100 a month tribute and 14 
companies allow him to do business ¢ 

Mr. Reicusrerm. That’s it. 

Mr. Héperr. And he gets that fourteen hundred ? 

Mr. Rercusrern. That’s right. 

Mr. Hess. Besides that, he is selling slot machines? 

Mr. Reicusrein. I heard tell. I can say this, sir—pardon me for 
interrupting. I just wanted to see to what extent this was either a 
closed or an open deal. 

I went up to his oflice in the presence of the then president of the 
association, Mr. Bill T. Turner and Mr. George Ashley, the general 
agent for American Standard, and requested of Mr. O’Haire a finan- 
cial statement of his association, of the association, and he declined 
to give it to me. 

Mr. Hess. And you were a member at the time? 

Mr. Reicusrrin. No; I had resigned. But I said in prospect of 
joining the association prior to having been turned down and then 
summarily put on distribution by USAREUR headquarters. 

Mr. H&zerr. Do you know anything of Mr. O’Haire’s background ? 

Mr. Reicuster. No; I can’t say anything definite. 

Mr. Héserr. You don’t know where he came from ? 

Mr. Retcusrerx. No. I know nothing about his background at all 
that I can verify. 

Mr. Heéserr. Just met him when you went there ? 

Mr. Reicusrer. Yes, sir. I had never seen him before in my life. 

Mr. Héserr. But your impression now is that the insurance busi- 
ness is controlled through Mr. O’Haire ? 

Mr. Rercusrrin. Yes, sir. I would sacrifice to prove that he has 
the authority to get anyone thrown out. If there was any deviation, 
why, look at Reichstein; you see what happened to him. 

Mr. H&perr. You were the pigeon ? 

Mr. Reicustern. I sure was. 
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Mr. Courtney. The sequence of events, then, is your request as a 
condition of joining to see a financial statement of the association 

Mr. Reicusrern. | Nodding. | 

Mr. Courtney. And then your troubles ensued thereafter; is that it ? 

Mr. Reicustein. | Nodding. | 

Mr. Hésert. We have conditions such as that in this country: cer- 
tain organizations won't show financial statements. 

Mr. Courtney. Thank you very much, Mr. Reichstein. 

Mr. Hess. All right. Thank you very much, Mr. Reichstein. 

Mr. Courtney. Mr. Pittman is here, Mr. Chairman, Ralph D. Pitt- 
man. 

Mr. Hess. Mr. Pittman, do you want to submit a statement ? 

Mr. Courtney. He represents a group of insurance companies in 
Texas; I understand not any of the 14 here. 
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Mr. Prrrman. Mr. Chairman. 

Mr. Hess. Yes, sir. 

Mr. Prrrman. I would like first to congratulate you and Congress- 
man Hébert and your staff, John Cour tney, for making these hearings 
vee It shows that you are cognizant of the things that are often 

eaped on certain business, industries. 

We were alerted when we read the article in Argosy and, thank God, 
we have open forums where we may be heard in opposition to erron- 
eous and false statements. 

I am here today in behalf of a group of Texas insurance com- 
panies 

Mr. Hess. None of those that have been mentioned here? 

Mr. Prrrman. None of these that are here. 

Mr. Héserr. You don’t represent any of the 14 listed ? 

Mr. Prrrman. As a matter of fact, the only time I have ever heard 
of these is when I read it off this record. I have done some business 
for these, for some of the companies here. 

But I am here for Trans-American Life Insurance Co., an old-line 
legal reserve company in Texas; and I have a statement. that 1 would 
be happy to leave with this committee, but I would like the privilege 
of reading it for those present; and I have a copy for the press if they 
would like it. 

Mr. Hess. There is no need to swear Mr. Pittman, is there? 

Mr. Prrrman. Why, I would like to be sworn. 

Mr. Hess. Very well, if you want to be sworn. 

(Mr. Pittman called as a witness by the subcommittee, being first 
duly sworn, was examined and testified as follows:) 

Mr. Courrnery. Now, Mr. Pittman, the usual admonitory injunc- 
tions: You are familiar with the rules of the subcommittee and of your 
constitutional rights, of your right to counsel ¢ 

Mr. Pirrman. I certainly am, Mr. Counsel. 

(Witness hands documents to various persons. ) 

Mr. Pirrman. Are you going to follow me or may I read the 
original ? 

Mr. Courrney. No. You just take the original. I will follow you 
through as you read. 
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Mr. Prrrman. My name is Ralph D. Pittman, a member of the 
law firm of Dwight, Royall, Harris, Koegel & Caskey, 100 Broadway, 
New York City. I am resident partner of this firm in charge of their 
offices in Washington, D. C. I was admitted to the Texas bar in 1925, 
New York State bar in 1930, and became a member of the Washing- 
ton, D. C., bar in 1933. I am a member of the American Bar Asso- 
ciation, and have been in the active practice of law since 1925, being 
more or less actively engaged in insurance and corporation law. 

While I do not wish to herald the attributes of the State of Texas, 
I cannot stand by and see our State insurance laws maligned and our 
industries abused by publications appearing in the American press, 
without pointing out the erroneous statements made, and calling at- 
tention to the legal protection afforded policyholders in the insurance 
companies of Texas. As a result of the article appearing in Argosy 
magazine in their November issue, I wish to submit the following 
statement to the House Armed Services Subcommittee. 

Addressing myself specifically to the article which appeared in the 
Argosy magazine, November 1954 issue, by Michael Stern, I should 
like to call attention to the following discrepancies and untruths 
appearing therein. 

Under the law of Texas governing old-line legal reserve life-insur- 
ance companies, a life-insurance company may only own one piece 
of real estate which it must use as its home office, and such other real 
estate as it acquires in the collection of debts due it in the nature of 
foreclosure. All real estate acquired through foreclosure must be 
disposed of within 5 years from date acquired, unless special permis- 
sion to hold longer is obtained from the board of insurance 
commissioners. 

That property used as a home office may not be carried on the books 
of the company in excess of its true fair market value which must 
be supported by an appraisal sworn to by competent freeholders fa- 
miliar with the values of like property in the community. 

The implication in the article that a piece of real estate worth 
$10,000 may be carried as an asset of the company worth half a mil- 
lion dollars is utterly false, and violates Texas insurance laws. Two 
insurance company executives are under indictment now in Texas 
for attempting to falsify the value of real estate owned. 

Every agent, as a condition to being licensed as such in Texas, must 
file an application giving a full historical background. The charac- 
ter and fitness of the applicant must be certified to by at least two 
men of standing in the community. Any misrepresentations made by 
an agent, or other misconduct, forfeits the license as a matter of law. 
Any complaints filed with the board of insurance commissioners are 
promptly and fully investigated. This follows closely the practice in 
most of the other States. 

The Texas law requires a company capitalized for $25,000 to rein- 
sure all risks above $1,000. Reinsurance treaties are approved by the 
board of insurance commissioners. Under the law, and the regula- 
tions of the board of insurance commissioners, the reinsuring com- 
pany must accept the same risk and must assume the same responsi- 
bilities as the ceding company. The example given of a possible re- 
insurance treaty by the author of the article is ridiculous ani] entirely 
illegal in the State of Texas. 
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The requirement that an agent, as a condition to admission to the 
post, be a member of the local association is a regulation found in a 
number of posts. That procedure has the approval of the Defense 
Department, insofar as appeals are concerned when taken by me 
personally. 

[ personally would like to interpolate here a minute away from my 
script, but for the record, hold no brief for any regulation set up by 
commanding officers of posts. But I do know that commanding 
officers in many of the Army posts, the Navy posts, Air Force, do 
augment the basic minimum requirements set out by the Army depart- 
ments and all service departments. 

Among those policies they complement are the requirement that 
they belong to the local insurance department, for instance, in Hous- 
ton, San Antonio, and other areas in Texas. I have appealed that to 
the Defense Department, thinking that worthy underwriters from 
northeast Texas coming down into San Antonio should be able to 
write insurance. They have left that within the diseretion of the 
commanding officer. 

Mr. Courrney. May I ask a question right there? 

Mr. Prrrman. Yes. 

Mr. Courrney. Is that a geographical limitation, if you please? 
Do I understand you to say that there are associations within those 
geographical locations? 

Mr. evcatin In the city of San Antonio, in that post. 

Mr. Courrnery. Similar to the European association ¢ 

Mr. Pirrmwan. That’s right. 

Mr. Courrney. And the requirement in these instances is by the 
authority of the commanding officer, the membership in that local 
association 

Mr. Prrrman. That’s right; and in the State of California, at Fort 
Camp Aard, and other camps, the commanding officers have held that 
they must be admitted to write insurance under the laws of California, 
must qualify them before they can come into that State, which we 
cannot in good faith contend too much against because that’s the com- 
manding officer’s area, and he is supposed to be the boss on these 
different. bases. 

Mr. Courtney. I din’t want to break your chain of thought. 

Mr. Prrrman. I think—yes. It is a wholesome regulation in that 
it assists the post commander in being assured that the agent who 
seeks admission to the post is a man of good character and reputation 
in the community and is not blacklisted on any other military post. 

That is one of the main features of regulations put in by the post 
commanders. Asa matter of fact, | became counsel of a dozen or more 
insurance companies in the State of Texas when we formed the 
standards insurance convention. 

I discussed it with the Defense Department in Washington. While 
T didn’t have the written approval nor the tacit approval, let me call 
it, I had the wholehearted support of Admiral Womble and Colonel 
Kilgore in the Manpower Commission there because they had a copy 
of our constitution, they had a copy of our bylaws, they had a copy 
of our membership, which stated, and was certified by the insurance 
commissioner, that every company was in a certain reserve position 
and qualified to write insurance. We were to do only one thing, and 
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that was to police the writing of insurance, Mr. Chairman, in these 
various Army camps and Air Force bases. 

We realize, in every company, that there have been abuses, many 
abuses, and even congressional investigations have heard days of 
hearing on the abuses that go on in these camps, and we know they 
are there; and we are constantly policing our competitors. 

As a matter of fact, I was listening to the previous witness testify 
about the two banned agents from Germany. I knew the two men. 
They came back to this country and two companies sent them to 
Japan, despite the protest of our organization. We said: “They 
are not qualified. They can’t be depended on to sell our boys in- 
surance.” 

These 2 insurance companies sent the 2 boys to Japan. We got 
in touch with the general in charge of the Fourth Army, reported 
it and gave him supporting data that these boys should not be per- 
mitted to sell insurance anywhere. They were met, Mr. Chairman, 
thank God, when they landed in Japan, and they told them to get 
back on the plane and return; they could not stay in the Orient. 

Mr. Hess. [ commend you for that action. 

Mr. Pirrman. Requirements that an agent must be a member of 
the local association similar to the requirement in Germany, may be 
found at Austin, Tex.; San Antonio, Tex., and many other Military 
Establishments. No one, save the author of the article in the Ar- 
gosy magazine, has ever complained to our association or to any 
members of our executive staff among insurance companies that such 
requirement involved unfair discrimination. 

Newspaper stories and agents of competitive companies have given 
the impression that all insurance companies being liquidated in Texas 
are life insurance companies. 

The facts are, only old line legal reserve life insurance compa- 
nies offer insurance to men in the service. While there are some 
18 insurance companies in the process of liquidation in Texas, only 
two are legal reserve life insurance companies. One of these com- 

anies had sold only one policy of life insurance at the time. All 

ife insurance in both these companies has been reinsured, with sol- 
vent legal reserve life insurance companies with no loss to any policy- 
holder. 

The history of life insurance companies in Texas, chartered as 
old line legal reserve life insurance companies, is outstanding. There 
has only been one incident in the 54-year history of legal reserve 
life insurance companies in Texas in which a policyholder or bene- 
ficiary lost any of their investment at all. One, and this one loss 
resulted purely from the failure of the beneficiary to timely file the 
claim under the policy. 

One, in the whole history, 54 years of experience in Texas, and 
that was because he waited over 90 days to file his claim with the 
receiver as appointed by the insurance commission. 

The statement therefore found in the article appearing in the 
Argosy magazine that more life insurance companies have failed in 
Texas than all the other States combined is pure fabrication. 

Attached to this statement, and made a part hereof, is a copy of 
a letter from the Honorable Garland Smith, chairman of the board of 
insurance commissioners in the State of Texas, addressed to the 
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editor of the Argosy magazine, which points out a number of er- 
roneous statements appearing in the article. 

Also I wish to read a statement made by the Honorable Wright 
Patman, appearing in the Congressional Record under date of May 
17, 1943, substantiating the fact that no policyholder in an old line 
legal reserve life insurance company chartered in Texas has ever lost 
1 penny, and quote further: 


Texas enacted in 1907 what has been known as the Robertson insurance law 
which requires life-insurance companies to make certain deposits and certain 
investments within the State in order to be qualified to do business in Texas. 
About the same time Texas enacted some very rigid insurance laws relating to 
life-insurance companies. By reason of the passage of these laws and the 
close supervision given the companies operating under these laws, persons hold- 
ing policies issued by life-insurance companies operating under these laws 
which require a legal reserve, have not suffered the loss of 1 penny. 

That’s by Wright Patman in the Congressional Record, which I 
referred to the date because I have only one copy of this Congressional 
Record. 

Mr. Chairman, may I be indulged to read our insurance commis- 
sioners’ letter in order to get in into the record at this time? 

Mr. Hess. | Nodding. | 

Mr. Pirrman..The members of the press that may be present will 
not have access to this letter other than the quotes. This letter is 
dated October 29 and is addressed to Mr. Ken Purdy, editor of Argosy 
magazine: 


Dear Mr. Purpy: I have just completed a careful reading of the references to 
Texas life insurance— 


companies— 


made by Mr. Michael Stern in his article appearing in your current November 
issue. 

It is shocking to me that a national magazine of your caliber would permit 
so many wholly false statements to pass since even a reasonable attempt to 
check Mr. Stern’s assertions would have shown them to be untrne and irre- 
sponsible. The publication of such statements, of course, does much irreparable 
and unwarranted harm to Texas companies, wherever they do business. 

Let me advise you of these facts: 

1. There have been no failures of Texas life-insurance companies since Decem- 
ber 31, 1945. 


And I might interpolate, Mr. Chairman, there was no loss to any 
policyholders on that failure. 


2. Since 1939, no policyholder in a legal reserve Texas life-insurance company 
has ever lost a dime. 

3. Total insolvencies of Texas insurance companies—life, fire, and casualty— 
amount to less that one-half of 1 percent of the total number of companies. The 
total assets involved in these insolvencies since 1945 amount to less than the 
loss arising from the failure of one New York company which failed in 1951. 

4. Texas standards for licensing of life-insurance agents are comparable to 
standards in the majority of States. Any misrepresentation of policies, ete., is 
cause for revocation of licenses. 

5. The limited capital stock law, permitting organization of companies for 
$25,000 capital, requires that all insurance in excess of $1,000 be fully and 
unconditionally reinsured and no reinsurance provisions comparable to Mr. 
Stern’s ludicrous example are in effect. 

The policies regarding the sale of military insurance on military bases are 
established in Washington by officials of the Department of Defense and those 
policies are in no way the handiwork or the responsibility of the officials of this 
or any other State insurance department. 

Mr. Stern, obviously, submitted to you a manuscript in which he made insup- 
portable statements and you, I am sure unwittingly, accepted those false state- 
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ments astruth. The injury to the 'i'exas insurance industry cannot be adequately 
redressed by a retraction or clarification but I believe, in fairness, that your 
publication should make a sincere effort to advise readers that a false picture 
of the Texas life-insurance industry was presented in Mr. Stern’s article. 

I will be glad to cooperate with you in any way to prepare a more thorough 
statement on this matter from the records of this department. 

Sincerely yours, 
GARLAND A, SMITH, 
Chairman, Board of Insurance Commissioners. 
For the State of Texas. 

Now, Mr. Chairman, I am indeed grateful for your permission to 
let me get this in the record. There is too much publicity that is 
thrown out, and days later, though hard to find in the papers, state- 
ments that would refute such erroneous statements. 

I, for that reason, appreciate the courtesy afforded me in behalf of 
the Texas insurance companies that are trying their best to give our 
boys in the service the insurance to which they are entitled to buy. It’s 
a privilege for them to buy it. Congress made it possible for the boys 
to make allotments from their salary in which to buy their insurance. 

I heard that statement made earlier in the hearings. I notice there 
was some question as to it. They deduct it from their salary. It is 
not a deduction other than—it is a privilege granted by our Congress 
to permit the soldiers in our service to make an allotment and to take 
it right out of their paycheck. 

Mr. Hrserr. Mr. Pittman, do you know anything about the so- 
called Jeffrey case? 

Mr. Pirrman. Yes, I do, Congressman Hébert. I happen to know 
that was tried in Fort Worth. And I have every right to believe that 
the jury made a mistake, inasmuch as I think the policy should have 
been paid. 

In that case I happen to know that another irresponsible agent that 
was selling insurance possibly got drunk, went to bed with the policy. 
Tt never showed up in the files of the insurance company. 

Mr. Kunn. What about the premiums? 

Mr. Prrrman. The premiums were taken out by allotment. They 
‘ame into the insurance company. They were held pending—they 
said: “Well, ultimately it will come in. Maybe the agent has gone to 
Japan and taken the policy with him.” 

Anyway, I don’t want to argue. If I had been counsel for the com- 
pany I would have paid it, even if I didn’t have an application; but 
that’s neither here nor there. I think it more or less points up the 
need for policing the agents in the different Army camps. 

Mr. Heserr. Are you familiar with the number of claims that are 
filed against the Texas companies by the servicemen ? 

Mr. Prrrman. I am to some extent, Congressman Hébert. On 
that point I would like to do this, if I may: I think the committee 
is fortunate in having one of the outstanding insurance men of the 
United States, Mr. Berl Godfrey, who is vice president of the company 
that I represent in Texas, who has lived this insurance law, who has 
appeared before the congressional committee and helped us write the 
basic minimum requirements under which we are trying to operate on 
every service base in the United States today. 

Mr. Godfrey is here. As to those claims, he is much more in a 
better position to tell you than I am. And if I may be dismissed, 
unless there are any questions you would like to ask 
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Mr. Courrnry. If you would like Mr. Godfrey to come forward 
now as part of your regular sequence, all right. 

Mr. Héserr. I would like to ask him some questions, too. All I 
am trying to do is find out the facts. 

Mr. Prrraan. Would you like to have me answer the questions? 

Mr. Héperr. No. 

Mr. Pirrman. Mr. Godfrey, would you come forward ? 

(Berl E. Godfrey called as a witness by the subcommittee, being 
first duly sworn, was examined and testified as follows :) 


TESTIMONY OF BERL E. GODFREY 


Mr. Courrney. Since you are accompanied by counsel, Mr. God- 
frey, it will be unnecessary for you to get that injunction. 

Mr. Goprrey. I welcome the privilege of not claiming the benefits 
of the fifth amendment. 

Mr. He&serr. Will you identify yourself, Mr. Godfrey, so I can 
pursue the questions I was asking ¢ 

Mr. Goprrey. Yes. Iam Berl E. Godfrey, from Fort Worth, Tex. 

Mr. Not Dallas? 

Mr. Goprrey. Not Dallas. I am vice president and general counsel 
for Trans-American Life Insurance Co. of Fort Worth; Life Insur- 
ance Co. of Dallas; so Iam mixed up, as you can see—— 

Mr. He&eerr. Well now, you heard me ask the question of Mr. 
Pittman. Can you give us a fairly comprehensive statement, a num- 
ber, a figure, how many pending claims do the Texas companies have 
to date from GI's? 

Mr. Goprrey. I presume, Congressman, that you refer to death 
claims? 

Mr. Héserr. That’s correct. 

Mr. Goprrey. That would be about the only character of claims 
that a company would have. Under the law of Texas any company 
that receives a death claim must pay its claim within 90 days. Failing 
to do so, it is subject to being put into liquidation under the laws of 
the insurance commissioner. 

So there is no claim of any insurance company in Texas that has 
not been paid that has been filed with the company longer than 90 
days. Now, the 90 days is from the date that the proof of loss is filed. 

ir Hesert. I perhaps did not make myself clear in the way I asked 
the question, so I will ask it again in another way. 

Mr. Goprrey. Yes. 

Mr. Hésert. How many claims are in dispute? Now, certainly every 
claim isn’t paid “boom,” like that. 

Mr. Goprrey. Yes; that is true. 

Mr. Hésert. Now, I want to know in how many claims are the com- 
panies disputing the claimants. 

Mr. Goprrey. Out of some, well over $9 million in death losses that 
have been paid in the last 7 or 8 years of the companies, there isn’t— 
it’s an infinitesimal amount of 1 percent of the claims that are in dis- 
pute. The only claims that are in dispute are claims similar to the 
Jeffrey case, or cases like this. 

I know of one suit that is pending where a soldier filed his applica- 
tion for a policy of insurance. It was dated on the 2d day of August 
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1953. The application for the policy provided that the policy should 
be effective on September 1. 

Now, the reason for that was that he was going to sign a class E 
allotment, and it would take about that time for his class E 
allotment to be processed through the class E allotment of the Army 
in St. Louis and his first monthly premium or his first annual premium 
be paid, 

go the application recited that his policy should be effective Sep- 
tember 1, that it would not be effective at all until submitted to and 
approved at the home office and his first monthly premium paid. 

The soldier died on the 10th of August, prior to the effective date of 
the policy of insurance. No premium had been received upon the 
policy at the date of death of the applicant, and the policy just simply 
wasnt in force. Now, the company refused to pay that policy. 

And, incidentally, Lincoln National, I think one of the 20 
largest insurance companies in the United States, is a reinsurer on 
that $5,000 policy for $4,000 of the risk; and there isn’t any liability. 
The policy wasn’t in force. Now, that company is refusing to pay 
that. 

They are only situations like that to my knowledge where claims are 
not paid. They really have a very good record; I would daresay more 
than the companies who write strictly civilian business because they 
are conscious of this criticism; and they pay many claims that hon- 
estly shouldn’t be paid as a matter of fact. 

Mr. Héserr. Then your observation would be that a case like the 
Jeffrey case would be an isolated case and not a general practice—not 
a general case, regardless of who is right or wrong? 

Mr. Gopvrrey. That is right. There are not over a dozen cases out 
of the millions of insurance that has been written. 

Mr. Hépertr. Do you know this Mr. O’Haire of who much—— 

Mr. Goprrrey. No, sir; I do not. 

Mr. Héserr. You do not know him? 

Mr. Goprrry. No. 

Mr. Héserr. He is not connected in Texas except through these two 
companies? 

Mr. Goprrey. Not with any of the companies that T represent to 
my knowledge. Now I, like Mr. Pittman, have in the past done some 
business for Service Life Insurance Co. I heard the testimony here 
today that he did represent them over there. In what capacity, I am 
not informed. 

Mr. Héserr. That and the Educators—What is that other one? 

Mr. Goprrey. Educators National 

Mr. Hiéeerr. That’s the one involving the Jeffrey case. You don’t 
know Mr. O’Haire. He is not known in Texas insurance circles, is he? 

Mr. Goprrey. No, sir; he is not. 

Mr. Heéeerr. If he would be known, certainly you would have 
heard of him? 

Mr. Goprrey. Yes. 

Mr. Héperr. That’s all. 

Mr. Kunun. Do I understand, Mr. Godfrey, that there has not been 
a single failure? Now, that’s not just old-line companies, but any 
life-insurance company, decenarasiil in the State of Texas, under the 
laws of Texas, that has not failed since 1945. Not one? 

Mr. Goprrey. No. Now, you say any kind of company ? 
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Mr. Kuun. No. I said life-insurance companies. 

Mr. Goprrey. There has not been a failure of an old-line legal 
reserve insurance company in Texas since 1945. 

Mr. Kvunun. Well, yes. But I am talking about any life-insurance 
company that has been incorporated under the laws of Texas. 

Mr. Goprrey. There hasn't been a life-insurance company of any 
character, whether it be an old-line legal reserve or other kind, fail 
since 1945, 

Mr. Kunn. That is a fact ? 

Mr. Goprrey. Yes. In 1939, according to the letter of the commis- 
sioners, there was one policy that was not paid by the Texas Annuity 
Co. The reason it wasn’t paid is because the company was in liquida- 
tion at the time, and under the statute the time expired for the liquida- 
tor to receive claims, and he was not permitted by law to pay the claim 
at that ime. The other claimants received all of their money. 

Mr. Kunn. And there have been no losses—now, again, I am not 
distinguishing between old-line companies; I am talking about any 
life-insurance company that has been incorporated under the laws 
of Texas—no policyholder from any of those companies has lost any 
money; is that a fact? 

Mr. Goprrey. That is not true except as to old-line legal reserve 
life-insurance companies. There has never been any life-insurance 
company in Texas other than an old-line legal reserve company that 
lias offered a policy of insurance to military personnel. 

So as to the companies that have sold policies to military personnel, 
there has not been a failure where a policyholder has lost one penny, 
with the exception of this one policyholder in 1939. 

Mr. Kunn. Is Midcontinent an old-line legal reserve company ? 

Mr. Goprrey. Yes, sir: that is. 

Mr. Kun. It was incorporated in 1950? 

Mr. Goprrey. I don’t know when it was incorporated. But all of 
the policies in the two life-insurance companies that are in the process 
of liquidation have been reinsured without any loss to the policy- 
holders, 

Now, bear in mind there is a difference between a policyholder and 
a stockholder. Stockholders who have invested in the stock of these 
companies naturally have suffered some loss; but not a policyholder. 
And, of course, military personnel is 

Mr. Kunn. You made a distinction between the old-line legal re- 
serve companies and another group of mutual companies. A mutual 
company I suppose is organized under the laws of Texas? 

Mr. Goprrey. Yes. 

Mr. Kunn. And there have been some losses to policyholders in the 
mutual group / 

Mr. Goprrey. That is true. You have some fraternal, some of your 
mutual assessment groups and so forth. 

Mr. Kunn. None of the 14 companies that are listed there are any- 
thing but old-line legal reserve companies; is that a fact ¢ 

Mr. Goprrey. I didn’t pay too close attention to that list. 

Mr. Kunn. Would you mind taking that list, Mr. Godfrey, if you 
would please—I am sorry. I guess it was read into the record; 
wasn’t it? 

Mr. Hess. Yes: it’s in the record. 

Mr. Heéeerr. Do you have that ad? 
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Mr. Courrney. Well, another question, Mr. Godfrey. Do you think 
it is a healthy thing to have the insurance sold to GI’s under license 
of the military authorities in Germany limited to a number of com- 

yanies located, as they are, in a single State and operating under the 
oo of a single State, or would it be better to have it more diverse ? 
Your opinion. 

Mr. Goprrey. Where the company is chartered I think has nothing 
to do with it. If it is a solvent insurance company it should be per- 
mitted to write its policies to the members of the Armed Forces. Bear 
in mind that the members of the Armed Forces in Germany are not 
all residents of Texas, New York, or any place. 

Mr. Héserr. I thought they were. 

Mr. Gopvrrey. Yes, sir. [Laughter.] Only Texans claim they won 
the war. 

Now, may I say this about the association over there, Mr. Courtney / 

Mr. Courtney. Yes. 

Mr. Goprrey. I have no brief at all if this is a closed corporation, so 
to speak. If this association is attempting to limit the privilege of 
writing insurance only to a limited few that happen to find the favor 
of Mr. O’Haire, I have no sympathy with that at all. 

But may I give you this background? I attended a hearing before 
General Caston while he was secretary—the Chief of Finance, I be- 
lieve, who considered the matter of the writing of commercial insur- 
ance on military posts, camps, and stations originally in 1949. 

I then attended the hearing last year before Admiral Womble. And 
as pointed out by one of the witnesses this morning, Mr. Stern I believe, 
the military personnel found difficulty in having adequate facilities 
to investigate the character and fitness of an agent; and they called 
upon the industry to assist them in some way to police the type of 
agent that wrote on these posts, and furnish them with some character 
of evidence as to their character and fitness. 

The industry was happy to do so, realizing that quite honestly there 
had been abuses, and there had been agents who were not familiar with 
insurance and who had misrepresented policies; and the industry was 
eager that that abuse be corrected as well. 

Now, associations were formed in the States primarily for the 
purpose of furnishing a media; and even the members of that associa- 
tion agreed among themselves that if the military personnel found 
some agent who was misrepresenting policies or guilty of some other 
misconduct that disqualified him as an agent, that none of them would 
hire him. 

And in that connection may I call attention to the testimony of Mr. 
Reichstein? I understood that he said it was a requirement of this 
association in Germany that a member or an agent in order to pass 
their requirements must have a letter from his company assuming full 
responsibility for the conduct of the agent. 

I refer you to your regulation that the Congressman from Louisi- 
ana mentioned this morning, AR 600-101, and to regulation ¢ of that. 
[t wasn’t a requirement of the association in Germany at all, but is a 
requirement of the Navy and of the Air Force and of the Army, and 
[ read: 

Agents applying for permission to solicit will be required to furnish a notarized 
fetter, signed by an authorized official of the company, indicating that the agent 
is authorized to solicit for that company, and that the company assumes full 
responsibility for the actions of its agents. 
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Not “general agent,” as Mr. Stern—as Mr. Reichstein told you, 
but “agents.” 

Now, may I give you the background of that and why that was put 
in? Tattended the hearing where this was done. 

Mr. Courtney. This is something in August of this past year; 
is it not ¢ 

Mr, Heperr. August 1953. 

Mr. Goprrey. This is effective August 24, 1953. Under the agency 
contract that an agent executes with his insurance company he is 
designated as an independent contractor. I don’t know whether you 
gentlemen—I presume you are lawyers—know what that is. As an 
independent contractor, of course, means that the company isn’t liable 
for his action and conduct. 

Now, the Defense Department in trying to tie this thing down 
further and prevent these abuses; they wanted each company to un- 
conditionally be bound and be responsible for the acts and misconduct 
of the agent. If they made any misrepresentations, if they did any- 
thing else while they were on an Army post that made the agent 
liable; they wanted the company to be liable to the same extent. As 
a result this was put in the regulation. 

So the association was exactly right and correct in refusing to ap- 
yrove Mr. Reichstein if he didn’t have such a letter, not because of 
its regulations, but because of the regulations of the Army. 

Mr. Hénerr. Yes. But Mr. Reichstein did come up with such a 
letter and the president of the association continued to refuse to 
approve him. 

Mr. Goprrey. May I say this in that connection? And I am glad 
that you are calling in Mr, O'Haire and Mr.—— 

Mr. Hess. Colonel Smith. 

Mr. He&serr. Colonel Smith. 

Mr. Goprrey. Colonel Smith, and I hope you will give the industry 
itself an opportunity to appear, and hear from the insurance 
companies. 

Mr. Reichstein told you that he did not himself do anything that 
‘caused him not to be acceptable as an agent or caused him to be banned 
from the posts; and the name of Captain Burch has been mentioned. 
I would like to offer into the record a letter that Captain Burch 
wrote. 

Mr. Hépert. I don’t recall Captain Burch. 

Mr. Hess. He was one of the predecessors of 

Mr. Héserr. Predecessor of Smith. 

Mr. Hess. He was the predecessor of Colonel Smith. 

Mr. Goprrery. This is signed Assistant Adjutant General. 

Mr. Heperr. Yes. He wrote the Smith letter. 

How did you come into possession of the letter? 

Mr. Goprrey. I received that from Mr. Pittman. Now, how he got 
it, 1 don’t know. It’s after I came here. 

Mr. Héserr. Well, is it an official document? That’s the question. 

Mr. Goprrey. Sir, you will have to answer that. 

Mr. Raven D. Prrrman. Mr. Counsel, may I suggest that this, by 
vision, can be seen to be a photostatic copy of an official document 
from the headquarters of the United States Army in Europe, giving 
its date, serial numbers, and signed by captain so forth, Assistant 
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Adjutant General, dated, to the hour. I would think it should go into 
the record for confirmation by the committee. 

Mr. Hess. Who is it addressed to? 

Mr. Goprrery. It is addressed to the European Association of Life 
Underwriters that has been under discussion here. 

Mr. Courrney. Well, how did you come into possession of that, Mr, 
Pittman ? 

Mr. Prrrman. This was sent to me. 

Mr. Courrngry. By whom? 

Mr. Prrrman. One of the insurance companies in Texas. 

Mr. Courtney. By which one? 

Mr. Prrrman. Service Life Insurance Co. 

Mr. Courtney. One of the companies named ¢ 

Mr. Prrrman. One of the companies named here. 

Mr. Courrney. And what was the occasion that they sent that to 
you? 

Mr. Pirrman. For my information and for information to be pre- 
sented to this committee in the event this gentleman should make 
an appearance. 

Mr. Courrnry. The question is: Was the contents of this conveyed 
to—strike that. 

Was Mr. Reichstein ever employed by the company to whom this 
letter was addressed ? 

Mr. Goprrey. That is the association. That is the association, Mr. 
Courtney, and not a company. 

Mr. Courrney. The association / 

Mr. Goprrry. This isn’t any company. That is to its association. 

Mr. Hess. That is not going in the record. 

Mr. Courtney. And from the association it found its way into the 
Service Life Co.’s files and from there it came to you; is that correct ? 

Mr. Prrrman. That’s correct. And from the record, Mr. Counsel, 
Service Life is a member of this association. 

Mr. Courtney. Of the European Association ? 

Mr. Prrrman. That’s right. 

Mr. Covarnsr. But not of the association that you are here repre- 
senting ? 

Mr. Pirrman. No, not a member of this association. They have 
applied to get into our association but they haven’t been accepted. 

Mr. Hess. A document such as this is one of the reasons that this 
committee holds executive sessions; and that’s the reason I don’t want 
to put it in the record at this time until we get the other side of the 
question. 

Mr. Prrrman. That’s why, Mr. Chairman, that I was asking that it 
just. be held for confirmation. 

Mr. Courrnry. Now, may I ask—there is a line out in the second 
paragraph of this letter, Mr. Pittman. Do you know the circum- 
stances under which that line was removed ¢ 

Mr. Prrrman. Yes, I do, counsel. May I speak for the record ? 

Mr. Hérert. Don’t say what is struck out of it. 

Mr. Prrrman. No. 

Mr. Hé&pert. Yes, that’s correct. 

Mr. Prrrman. This letter was sent. to a member of the association 
as having been received from the Adjutant General’s Office. Upon 
being received it was photostated and was to be sent back to the States. 
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Before the photostat was mailed the Adjutant General called this 
association, said he wished to delete a sentence in the letter and for 
him to hold that and he would send him another identical letter with 
that sentence deleted. So, without holding up the letter, the sentence 
was deleted and just mailed on in. 

Mr. Heperr. It’s rather a peculiar circumstance. 

Mr. Hess. This is most interesting 

Mr. Héserr. Very peculiar. 

Mr. Hess. That the Adjutant General would send a letter such as 
this, for publication, and then on the phone or otherwise ask that a 
certain portion of it be deleted. 

Mr. Prrrman. No, he didn’t ask for it to be deleted. He said: 
“Return the letter. Lam going to write another letter.” And if the 
chairman will read the letter, he might think of what might have gone 
through the gentleman’s mind when he read it. That’s why 

Mr. Héserr. So he reversed himself: that’s what he did. 

Mr. Hess. That's the Adjutant General. It might be well to talk 
to this gentleman, too, this Captain Burch. 

Mr. Courtney. Now, you speak of the Adjutant. You mean—— 

Mr. Pirrman. Assistant Adjutant General. 

Mr. Hess. A Capt. R. L. Burch, Headquarters, United States Army, 
APO 403, A. J. A. 158, G. P. A. 

Mr. Heéserr. Ask him if he has ever seen that document. 

Mr. Hess. Mr. Reichstein, have you ever seen this document ? 

Mr. Reicusrer. I don’t believe so. 

Mr. Prrrman. May I say something? 

(Conferring with Mr. Hess.) 

Mr. Hess. We can have this / 

Mr. Prrrman. Absolutely. 

Mr. Héserr. You don’t want to show it to Mr. Reichstein. 

Mr. Hess. No, I don’t want to show him; no. We will find out 
first about that one. 

Mr. Héserr. May I ask this question ? 

Mr. Reicusrer1n. Surely. 

Mr. Héperr. Have you ever been told why you were refused a 
license ? 

Mr. No, sir. 

Mr. Héserr. Have you ever seen any document which said why you 
were refused it? 

Mr. Reicusremn. No; just a copy of a bulletin which said that I 
was not permitted to—— 

Mr. Héserr. And what did that bulletin say? 

Mr. Retcusrern. It just said that I was banned from further solici- 
tation within the command. 

Mr. Héserr. And said nothing about why ? 

Mr. Reicustrern. No, sir. 

Mr. Héperr. And nobody has ever told you why ? 

Mr. Reicusrern. No, sir. 

Mr. Hess. Was there a publication such as the USAREUR Weekly 
Directive? 

Mr. Rercuste1n. That’s what I saw a copy of; yes, sir. 

Mr. Hess. And what was contained in that? 

Mr. Reicustrer. That was a directive, the only one I ever saw. It 
was No. 40 or 41, dated October 8, 1954. 
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Mr. Hess. Was this this headline, “Subject, Report of Decision to 
Ban Insurance Agent Mr. Stuart W. Reichstein™ ? 

Mr. Reicuster. That could have been; yes, sir. 

Mr. Hess. Were there any further reasons given after that / 

Mr. Reicustern. No, sir: none. 

Mr. Hess. Allright. Did you see this wording : 

All authorization to engage in life-insurance transactions with military and 
civilian personnel of the United States Armed Forces in Germany granted by 
this headquarters to Mr. Stuart W. Reichstein is hereby revoked. 

Mr. Rercusrerm. No, I don’t believe that was in there, Mr. Hess. 

Mr. Hess. Then the following: 

Therefore Mr. Reichstein is banned from soliciting life insurance on all in- 
stallations within the control of Headquarters USAREUR. 

Mr. Reicustern. Yes, sir; that part was in there. 

Mr. Hess. Allright. Let’s keep this for the record. 

Mr. Goprrey. If the committee calls upon industry to present its 
side of this controversy, you would be interested, I am sure, in having 
the president of the American Standards Insurance Co. tell you why 
he discontinued the services of Mr. Reichstein in Germany, and that 
would clarify the matter. 

Quite a bit has been said about licensing agents in Texas. The law 
of Texas requires an agent who writes business in Texas to be a resi- 
dent of Texas. By interpretation of the board of insurance commis- 
sioners, and I believe—now, I am not certain about this—I believe 
supported by an opinion of the Attorney General—and I wouldn't 
want to make that as a positive statement until I have had an oppor- 
tunity to 

Mr. CourrNry. Would you like to verify it or something / 

Mr. Goprrey. Yes. I will be happy, if I may, to inquire of the 
Attorney General's office; and if it has been supported by an Attorney 
General's opinion, I would like to furnish it to the committee. 

An agent writing business for a Texas chartered insurance com- 
pany outside the State of Texas does not have to be a resident of the 
State. Now, that has been the interpretation of the board of insur- 
ance commissioners, and I think supported by an Attorney Generai’s 
opinion. 

Mr. Courtney. Well, you can supplement your testimony if that’s 
a fact. 

Mr. Goprrey. Yes, sir. 

Mr. Hess. All right. There is no further testimony / 

Mr. Courtney. I don’t think there is. 

Mr. Heperr. No. 

Mr. Courrnry. Mr. Chairman, Mr. Stern has indicated that he has 
one—— 

Mr. Hess. Mr. Stern will take the chair, please. 

(Mr. Stern, previously called as a witness by the subcommittee, be- 
ing previously duly sworn, testified further as follows :) 

Mr. Srern. I believe I am already under oath. 

Mr. Hess. Yes; that’s right. 

Mr. Srern. May I say one thing, Mr. Chairman; that in the course 
of my interviews, to clarify this last situation, I spoke with Mr. Walter 
O’Haire in the presence of a third person. And now that I hear 
these questions of the fitness or nonfitness of Mr. Reichstein being 
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brought forth, I want to say I know nothing at all about the fitness 
or nonfitness of Mr. Reichstein as an agent. 
But I do know that Mr. O’Haire said to me in July of this year: 


If Mr. Reichstein will ask me for a letter of clearance, I will give it to him 
by return mail and within a week he has his license to sell insurance in Germany. 


Mr. Hess. I think you so stated this morning. 

Mr. Kunuyn. Can you fix the time and place 4 

Mr. Srern. Yes. It was in the Hotel Frankfurter Hof on the day 
that Mr. O’Haire was leaving for a 2-week trip. 

He, on his own volition, telephoned me and asked for permission 
to talk to me and give me his side of the story, and I interviewed him 
in the presence of a third person. 

Mr. Hess. All right. 

Mr. Srern. May I read this? I have no quarrel with the great 
State of Texas. I not only consider them a cobelligerent but a friend. 
But I do wish to say something that has some bearing perhaps on the 
State insurance commission there. I am reading again from Time 
magazine of May 31, 1954: 


The storm first struck when the State insurance commission discovered that 
Houston's big, 2-year-old Lloyd's of North America was operating at a $427,000 
deficit. After looking into Lloyd's books, the commission decided that the com- 
pany had been “utterly and hopelessly insolvent from its inception.” It found 
that Ralph W. Hammonds had borrowed $20,000 to start Lloyd’s, added $20,000 
of his own, sold more than 50,000 policies his first year, and paid back his loan 
with part of the $1,700,000 he collected in premiums. The commission also 
charged that Hammonds had included $5,750 of his real estate in his assets 
and written it up to $42,000. 

Exwrestler Hammonds, it turned out, paid John Van Cronkhite, Goy. Allan 
Shivers’ last campaign manager, $1,000 a month for advice on public relations. 
Hammonds said he hired Van Cronkhite at the suggestion of Governor Shivers’ 
executive assistant. Van Cronkhite was to “keep cordial relations with the 
State insurance commission,” said Hammonds, and everything went along fine 
until Van Cronkhite wanted $2,000 a month. 

Hardly had the dust settled when a storm broke around another big com- 
pany, the bankrupt Texas Mutual Co. Two appeals court justices accused Texas 
Mutual of “Ponzi-like manipulations” and called the State insurance commis- 
sion guilty of “fraud if not criminal laxity” for not doing anything about it. 
Texas Mutual was organized in 1949 by Leslie Lowry, ex-major of Beaumont, 
and his brother Paul. They started with $500 of their own cash and $19,500 
borrowed. To expand their assets, said the court, the Lowry boys bought (with 
notes, no cash) a shabby, one-story building in Beaumont for $100,000, had 
three friends appraise it for $436,000. 

The Lowrys then had State Senator William T. Moore, their attorney, who 
was also chairman of the senate insurance committee in the last legislature 
(which blocked reforms in Texas insurance laws), present the $436,000 appraisal 
to the insurance commission. Over a 3-year period, Texas Mutual paid State 
Senator Moore $13,000. A State insurance examiner, said the court, performed 
“a spector of an audit” on Texas Mutual books but found nothing wrong, and 
the examiner later received $300 in cash from Paul Lowry. When Texas Mutual 
failed last year, it brought down three other Lowry insurance companies with 
it. Texas Mutual alone wrote 38,000 policies, and now, it owes $1,200,000 on 
1,600 claims. 

The third storm broke around two El Paso firms, United Lloyd’s and United 
World Life. At the companies bankruptcy suit, it developed that ex-Texan 
Spencer L. Treharne got his license to start United Lloyd’s on $55,000 borrowed 
from an El Paso bank and $5,000 of his own. The suit brought out that 
Treharne also took over a piece of real estate his father had just bought for 
$30,000 and wrote it up to $322,000. United Lloyd’s wound up broke and about 
$450,000 in debt. 


Mr. Hess. All right. 


. 
. 


68 SALES OF COMMERCIAL LIFE INSURANCE 


Mr. Reicusrei. Mr. Chairman, may I say one thing, sir, in regard 
to the previous witness who said that you should all ask the president 
of American Standard why I was dismissed. I was not dismissed ; 
I resigned. 

Mr. Hess. From American Standard ? 

Mr. Reicusrer. Yes, sir. 

Mr. Hess. All right. Let the record show that. 

Mr. Prrrman. Mr. Chairman, may I have the counsel ask a ques- 
tion to the author, Mr. Stern ? 

Mr. Courtney. State your question to the chairman. 

Mr. Prrrman. Mr. Chairman, I would like to know if Mr. Stern 
realizes the difference between the information he is reading about, 
that none of it applied to life-insurance companies ¢ 

And for 25 years I have been trying to get the press and everyone 
to appreciate the distinction between Casualty and Mutual and Lloyds 
Insurance Cos. of Texas and the life-insurance companies of Texas. 

The information he has just introduced in the record has to do 
entirely with casualty and mutual companies. And with reference 
to the valuations on the property mentioned, they are the two com- 
panies that are now under indictment that I mentioned in my earher 
testimony. 

Mr. Hess. Very well. Let the record show that. I think there is 
no further testimony. 

Mr. Courrney. I think not, Mr, Chairman. 

Mr. Hess. At this time the committee will recess. We will not 
bring this hearing to a close because I think there is more testimony 
to be taken. I don’t know when it will be taken nor where it will 
be taken. But I think the record is not complete and I think the 
committee will investigate further. 

The committee will stand in recess. 

(Thereupon, at 4:15 p. m., November 9, 1954, the hearing in the 
within-styled action was recessed.) 


SALES OF COMMERCIAL LIFE INSURANCE IN 
EUROPEAN COMMAND, UNITED STATES ARMY 


MONDAY, DECEMBER 6, 1954 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON Derense ACTIVITIES OF THE 
COMMITTEE ON ARMED SERVICES, 
Heidelberg, Germany. 
Mr. Hess. Before we start this hearing, I wish to make several letters 
a part of the record. 
(The letters referred to follow :) 


OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE ON DEFENSE ACTIVITIES, 
Washington, D. C., November 20, 1954. 
Hon. Dewey SHort, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CHAIRMAN: In accordance with the rules of the House Armed 
Services Committee, I concur in the appointment of Hon. George Miller, Member 
of Congress of California, a member of the minority to serve as an alternate 
at the call of the chairman of the Subcommittee on Defense Activities under the 
authority of House Resolution 125, 88d Congress, and the rules and precepts 
relating thereto. 

Sincerely yours, 
Cart VINSON, Member of Congress. 


NOVEMBER 23, 1954. 
Hon. Wo. E. Hess, 
Chairman, Defense Activities Subcommittee, 
House Armed Services Committee, Washington, D. C. 

Dear Mr. Hess: In view of the urgency of completing investigations assigned 
to your subcommittee, I consider it advisable to increase the membership of 
your subcommittee from 9 to 11. In accordance with that decision, I have 
designated Mr. Bray, and Mr. Vinson has designated Mr. Miller, as additional 
members serving for the aforementioned purpose. These members, while so 
serving, are vested with the same authority as the present members of your 
subcommittee. 

Upon the conclusion of your European trip and the matters investigated while 
on it, and the report thereon, your subcommittee will revert to nine and the 
appointments of Mr. Miller and Mr. Bray will be terminated. 

Sincerely yours, 
Dewey SuHort, Chairman, 


Mr. Hess. The committee will come to order, please. 

For the information of those present, the subcommittee is exercis- 
ing a constitutional power in taking this testimony, and the testimony 
and all matters relating to it may not be used in any department of 
the Government nor before any tribunal of the judicial branch with- 
out the authorization of the House of Representatives. I make this 
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explanation to you in order that you may understand the proceedings 
which have occurred up to this point. 

(The reporter was then duly sworn.) 

Mr. Courrney. Mr. Chairman, the reporter has been handed the 
instructions to the reporter with respect to the original notice of the 
proceeding. 

Mr. Hess. You may proceed. i 

Mr. Courtney. Mr. Chairman, the outline for this hearing starts 
off with the information that has been assembled here in the head- 
quarters with respect to the procedure involving the licensing of com- 
panies and agents in the life-insurance commercial field in this com- 
mand area and the first statement in the specifications is from General] 
Newman, who is here present. 

Mr. Hess. General, we will be glad to hear from you. 


TESTIMONY OF GEN. A. 8S. NEWMAN 


General Newman. Mr. Chairman, I am the G-1 of USAREUR. 
I know you are familiar with the general staff organization. There- 
fore, I will not go into my duties. However, I would like to point 
out the organization within the G-1 Division in order to identify the 
place held there by Lieutenant Colonel Richards, who is prepared to 
outline the procedures we follow in the division. 

If you will pull out tab A, which is the gray tab just under the red 
tab 1—it opens to the right—you will see there is a diagram of the 
G-1 Division; my name, which is underlined in red at the top, is the 
G-1. The Insurance Branch or Personnel Services Branch has been 
broken down to outline the place held by Lieutenant Colonel Richards, 
who is the Chief of the Discipline Section, and is prepared to outline 
the procedures we follow in that section. Lieutenant Colonel Smith, 
who, | understand, is to be a witness, is indicated as under Colonel 
Richards. 

Colonel Richards is now prepared to outline briefly the procedures 
that we have followed in licensing insurance salesmen here in 
USAREUR. 

Mr. Hess. All right. We will be glad to hear from Colonel 
Richards. 

(Colonel Richards sworn.) 


TESTIMONY OF LT. COL. F. W. RICHARDS 


Mr. Hess. All right, Colonel, proceed. 

Lieutenant Colonel Ricuarps. Mr. Chairman, General Hoge, gen- 
tlemen, I should like at this time to explain to you briefly the 
USAREUR policy with respect to the solicitation of commercial life 
insurance. I should like to point out to you—and each of you have, 
I believe, before you a copy of USAREUR Circular 26 with change 1, 
subject “Commercial Life Insurance.” I should like to make clear 
the circular incorporates both the pertinent Army regulation on this 
subject, namely, AR 600-101. Tf any of you desire additional copies 
of either of these, they are available. 

Mr. Hess. We have them, Colonel, in the file. 

Lieutenant Colonel Ricnarps. USAREUR Circular 26 provides 
that life-insurance companies licensed by a State in the United States 
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or the District of Columbia may do business here in Germany under 
certain conditions. I should like to outline briefly to you those con- 
ditions. 

First of all, the company is required to give us a copy of the State 
license or the charter. 

In addition to that, a financial statement is required, as well as a 
letter of clearance from the German Government, an arrangement 
which is made with the Office of the High Commissioner, to indicate 
that the German Government has no objection to particular companies 
doing business here in Germany. 

It is further required that each company desiring clearance from 
this headquarters have been in active business 2 years, or, in the event 
that that is not the case, that they have a reinsurance provision with 
a larger and better established company. 

Mr. Courtney. You speak of “desired.” Do you mean required or 
desired as being in business 2 years ¢ 

Lieutenant Colonel Ricwarps. Required, sir. Further, a notarized 
letter from the president or the vice president of the company is re- 
quired indicating that the policies offered by the company for sale in 
Europe comply with AR 600-101 in all respects. Companies are re- 
quired, once they are granted a letter of clearance from us, to be and 
accept complete responsibility for a general agent and not to exceed 
six soliciting agents. Insofar as is practicable, these agents will be 
assigned by area. I might mention, if you are not familiar with it, 
gentlemen, that Germany itself is divided into area commands: the 
Northern Area Command, Southern, Western Area Command, and 
Headquarters Area Command. No general agent is permitted to rep- 
resent more than two companies, and all policies must have plainly 
marked upon them any restrictions which might appear in that policy. 
That is normally done by use of a large rubber stamp indicating, if 
applicable, any geographic restrictions, aviation restrictions, war 
clauses, and the like. 

Companies who offer policies which may pay dividends to the policy- 
holder at any time in the future must indicate in all their literature 
that any dividends mentioned are indicated and not guaranteed. I 
should like to mention that companies are not given logistic support of 
any type from USAREUR. I mean by that that they are not given 
PX cards, the right to use military payment certificates, the use of 
Army postal facilities and other types of support available to members 
of the forces. 

Mr. Courrney. Colonel, is the literature which is prepared by any 
of these companies licensed to do business in this command left with 
you or with the Discipline Office for investigation or examination as to 
conformity with the regulations? 

Lieutenant Colonel Ricuarps. Yes, sir; it is. 

Mr. Courrney. And have you examined that material? 

Lieutenant Colonel Ricuarps. That is normally examined by Lt. 
Col. L. V. Smith, who is the action officer on life insurance in my sec- 
tion, although I have, on occasion, looked at them myself. 

Mr. Harpy. Mr. Chairman. Along that same line, one of the re- 
quirements that you mentioned, Colonel, was the requirement that the 
company furnish a financial statement. I believe that is one of your 
earlier requirements mentioned. 
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Lieutenant Colonel Ricuarps. Yes, sir. 

Mr. Harpy. Are you personally familiar with what happens to those 
financial statements, or would that come under Colenil Smith also? 

Lieutenant Colonel Ricuarps. I am acquainted, sir. We review 
that with all documents pertaining to a company. 

Mr. Harpy. Do you have information of your own knowledge con- 
cerning the financial condition of the individual companies involved, 
or would that be Colonel Smith ? 

Lieutenant Colonel Ricarps. Well, he actually works with it, sir. 

Mr. Harpy. Any information that you may have then would be 
more or less incidental? Of a detailed nature, I mean. 

Lieutenant Colonel Ricuarps. That is correct, sir. Shall I pro- 
ceed, sir? 

Mr. Hess. Yes, proceed. 

Lieutenant Colonel Ricuarps. Clearances are not granted to indi- 
vidual agents until we have received from an accredited company, one 
which has already been granted clearance, that the particular agent— 
that the company assumes responsibility for that particular agent and 
all his actions. In addition, the individual agent is required to pro- 
duce and file with us evidence of a State license and also evidence 
of professional and ethical qualifications. 

Based on those documents of the individual agent, as well as the 
company, the individual agent is then permitted to solicit within 
USAREUR, subject to the rules of solicitation, which I will mention 
to you at this time. Written clearance is required from the area com- 
manders, whom I mentioned to you a few moments ago. That would 
give an individual agent clearance to go into a particular area—let’s, 
for example, say, the Northern Area Command. However, the agent 
must still secure clearance from individual kasernes or posts that he 
may wish to visit. In addition tothat, he must secure a clearance from 
the chain of command. If, for example, there should be, say, two 
different units in one kaserne, the individual agent would have to go 
to both of the unit commanders to get permission to solicit within that 

particular kaserne. Solicitation may be done only when there is an 
individual written appointment. Group solicitation is not permitted. 
In all cases, the agent is required to give a full explanation of the 
policies and all the pertinent provisions of those policies. Further- 
more, there cannot be solicitation at any time which would interfere 
with the soldier’s duties and no formations of any type are permitted, 

In addition, agents are not permitted to give talks to units concern- 
ing life insurance and they are not permitted to give individual soldiers 
any form of emolument of a value normally more than a dollar. That 
does not preclude, for example, their handing out pencils, pens, items 
of that nature of no significant value. In addition, the agent is re- 
quired to leave with the person who expects to buy a policy, if a sale 
is made, the name and address of the agent, the type and amount of the 
policy, the premium payments, any death and other benefits and any 
exclusions that might be contained in the policy. That covers, in 
brief, the rules of solicitation. 

Mr. Harpy. Colonel, what procedure do you have for determining 
whether or not agents comply with these rules? 

Lieutenant Colonel Ricnarns. Well, sir, that is a regulation which 
every unit commander is required to determine and enforce just like 
any other regulation issued by this command. 
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Mr. Harpy. You have some rather significant rules of solicitation. 
Do you have in your headquarters any information concerning the 
enforcement of these rules, or do you leave it entirely to the local 
commanders ¢ 

Lieutenant Colonel Ricuarps. No, sir, we do not. I might mention 
that from time to time reports of violations of these activities come to 
our attention. When they do, we immediately investigate them. 

Mr. Harpy. Can you recall how long it is since you had such a 
report 

zieutenant Colonel Ricmarps. Sir, we have them, I might say—well. 
I don’t know that I could give you any exact idea of how frequently, 
but it is not unusual to get phoned inquiries from the field; perhaps 
several a month. We have, I believe, a written inquiry which is not 
yet resolved, one which is pending, and we had one perhaps a month 
ago. I won't say we get a whole lot. 

Mr. Harpy. I was trying to determine about how much you do 
actually get and what you do. 

Lieutenant Colonel Ricuarps. Well, we normally, if it were quite 
serious—we would probably turn it over to the CID for investigation. 

Mr. Harpy. How many have you had that you have considered 
sufliciently serious to do that with / 

Lieutenant Colonel Ricuarps. I believe two have been turned over 
to them, of which only one turned out to be of any consequence. 

Mr. Harpy. You have two that have been serious. You don’t know 
how many others you have actually received which have been given 
attention by your office 4 

Lieutenant Colonel Ricrrarps. I would say, since I have been here, 
which is perhaps a little better than 214 years, sir, we have had maybe 
15 or 20 inquiries in the office. 

Mr. Harpy. And in those cases, other than the two that you men- 
tioned, there have been no serious violations involved ? 

Lieutenant Colonel Ricuarps. That is correct. 

Mr. Harpy. I presume in those cases no action was taken against 
the agent ? 

Lieutenant Colonel Ricnarps. I might mention, sir, that among 
other things that we do, we normally give a report of any allegation 
of violation to the European Association of Life Underwriters who 
frequently, in addition to our own, make their own investigation. 

Mr. Harpy. I am interested in what you do, Colonel, rather than 
what any association outside the military does. I am interested in 
what the Army does. I was just wondering in how many cases of 
violation of these rules has there actually been any action taken by 
your office against the agent ? 

Lieutenant Colonel Ricuarps. Yes, sir, we have on a number of 
occasions; I don’t know that I could pin it down to the exact number, 
although we could check our figures; we call the agent in, or normally, 
first of all, get in touch with the general agent who is responsible for 
the soliciting agent, and we have found out in some cases it is just 
a matter of misunderstanding or, in some cases, the agent has been 
definitely wrong. 

Mr. Harpy. Well, in the case of a misunderstanding, that should 
be pfetty easily cleared up? 

Lieutenant Colonel Ricuarps. They normally are; that is correct. 
Mr. Harpy. But you have indicated there have been only 2 or 3 
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that you could recall where there has been any action sufficiently 
serious to require you to turn it over to the CID? 

Lieutenant Colonel Ricnarps. That's correct. 

Mr. Harpy. And I believe you said in only one of those was there 
found to be any substantial basis to the complaint ? 

Lieutenant Colonel Ricuarps. That is right. 

Mr. Harpy. The question I would like to know, and, Mr. Chairman, 
if the colonel doesn’t have it available, I would like to ask that he 
get it and supply it for the record. I would like to know in how 
many cases since you have been in this particular responsibility, how 
many cases you have actually had complaints that resulted in any 
action being taken against the agent, and I would like to know what 
that action consisted of, if that isn’t too much trouble, Colonel. 

Lieutenant Colonel Ricuarps. I think we can have our figures 
checked and I can give you that explanation after a bit. 

Mr. Harpy. That’s quite all right. 

Lieutenant Colonel Ricuarps. I don’t know right now. I could 
supply it for the record. 


Mr. Hess. Supply that, Colonel, and we will insert it in the reeord. 
Mr. Courtney? 
(The information referred to is as follows :) 


HEADQUARTERS, UNITED STATES ARMY, EUROPE, 
OFFICE oF THE AC or S, G-1, PERSONNEL, 
PERSONNEL SERVICES BRANCH, 
APO 403, December 9, 1954. 
Memorandum for: The Honorable William E. Hess, chairman, Subcommittee 
on Defense Activities of the House Armed Services Committee. 
Subject: Investigations of violations of commercial life-insurance regulations, 

In accordance with oral request of Mr. Courtney, a brief summarization of 
investigations of violations of life-insurance regulations initiated by this head- 
quarters is herewith submitted : 

1. Mr. Milton Stern, September 1952. (a) As a result of a CID investigation 
it was learned that Mr. Stern, general agent for Service Life Insurance Co., was: 

(1) Condoning unscrupulous tactics on the part of his soliciting agents ; 

(2) Hiring personnel who were incompetent to service the life-insurance needs 
of the soldiers; 

(3) Violating the provisions of EUCOM letter, subject : Commercial Life Insur- 
ance Solicitation, file No. AG 019 GPA-AGO, dated June 5, 1952, relative to 
solicitation of life insurance and willingly permitting agents, not in possession 
of valid insurance licenses, to solicit. 

(b) As a result of the findings indicated above, this headquarters temporarily 
banned the Service Life Insurance Co. and permanently banned Mr. Stern. The 
Service Life Insurance Co. terminated Mr. Stern’s employment, and later, upon 
assurances that its business would be conducted properly, the company was 
reinstated. 

2. Paul L. Slater, May 1953. Letter from northern area command revealed 
that Mr. Slater had resigned from a civilian position with that headquarters to 
avoid removal for falsification of official documents. USAREUR headquarters 
determined that Mr. Slater did not possess the requisite ethical qualifications 
for a soliciting agent in this command. In view of such determination, Mr. Slater 
was denied a letter of clearance. The European Association of Life Underwriters 
was so advised on May 1, 1953. 

8. Gary R. Treadwell, April 1953. This headquarters initiated correspondence 
from which it was learned that Mr. Treadwell was banned permanently from 
soliciting at Fort Bliss, for misrepresenting facts to men in that kaserne. Deter- 
mined Mr. Treadwell did not possess ethical qualifications required of soliciting 
agent in this command, and European Association of Life Underwriters so noti- 
fied on April 22, 1953. . 

4. Overseas Weekly, May 1954. Item appeared in May 2, 1954, issue of Over- 
seas Weekly indicating that T. I. & E. classes were being used for solicitation of 
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commercial insurance. Investigation revealed that the complaint against a 
representative of the American International Underwriters was unfounded. 

5. American Independence Life Insurance Co., April 21, 1954. (a) It came to 
the attention of this headquarters that the general agent of the indicated com- 
pany was mailing in a single envelope via Deutsche Post to individual commis- 
sioned officers the following matter: 

(1) A printed “invitation” to receive certain information regarding the com- 
pany’s special life-insurance program for officers and their families, with addi- 
tional information obtainable by mailing an enclosed card to the company’s 
general agent for Europe, at Munich. 

(2) A printed “announcement” of a limited offering exclusively to commis- 
sioned officers of the services for the installment purchase of certain units of the 
company’s “common” and “preferred” capital stock. Brief reference was also 
made to the company’s life-insurance programs. This announcement by its 
wording was qualified as neither an offer to sell nor a solicitation to buy these 
securities, in view of the statement that “the offer is made only by the pro- 
spectus, a copy of which may be obtained by writing to the general agent for 

Surope,” by using an enclosed card self-addressed to the general agent, at 
Munich. 

(b) At the time letter of authorization to the general agent was granted it 
was clearly indicated that no solicitation of stock sales should in any manner 
be associated with the solicitation of life insurance and that no letter of author- 
ization to solicit stock purchases would be granted by this headquarters. 

(c) As a matter of policy and of fairness to other insurance companies, the 
combined or closely related operations of these two types of transactions could 
not be condoned. 

(d) The above practice was immediately stopped and the general agent con- 
cerned was warned that any misuse of the letter of authorization to the end that, 
in the eyes of the prospect, the sanction of one activity implied the sanction of 
another, would not be tolerated. No further known indiscretions have occurred, 

6. Lawrence H. Eliot and Earl Cohn, May 1954. These agents were tempo- 
rarily banned from soliciting within southern area command for attempting to 
solicit personnel, allegedly, without having written requests from the individuals 
concerned. The ban was lifted June 22, 1954, as result of further investigation. 

7. Reichstein case, September, October, and November 1954. File of this case 
was given Mr, Courtney on December 7, 1954. 

8. Mr. Charles J. Smith, Mr. John H. Wright, and Mr. William M. Bartlett, 
October 1954. Mr. Smith and Mr. Wright were banned from the 16th Infantry 
Regiment for soliciting individuals with whom no prior appointment had been 
made, This unauthorized solicitation of several individuals occurred after 
solicitation had been conducted with individuals with whom proper appointments 
had been previously made. Mr. Bartlett, the general agent, later accompanied 
the two agents to the kaserne headquarters and allegedly conducted himself in a 
prejudicial manner. On November 17, 1954, the adjutant of the 16th Infantry 
Regiment called and requested, on behalf of his commanding officer, that no 
further action be taken to ban these agents elsewhere in Germany, but requested 
that subject agents continue to be banned at that headquarters. The agents 
were also reprimanded by the European Association of Life Underwriters. 

W. RICHARDS, 
Lieutenant Colonel, GS Chief, Discipline Section, Personnel Services 
Branch. 

Mr. Courtney. Colonel, what is the occasion and what is the reason 
for your taking the matter of discipline of agents up with the Euro- 
pean Association of Life Underwriters ? 

Lieutenant Colonel Ricuarps. It is merely that we report that to 
them because we know that they likewise are opposed to any activities 
which might be improper or, let us say, “unethical.” 

Mr. Courtney. Well, from what source do you know that? 

Lieutenant Colonel Ricuarps. Well, sir, I was going to cover that 
but I will get into that right now, sir. I could give you, perhaps, a 
little background of that. 

Mr. Courtney. We have the bylaws of the association. In pro- 
ceeding, make the assumption that the documentary evidence to which 
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you might refer is already in the possession of the committee and, to 
save time, we will make reference to the documents. 

Lieutenant Colonel RicHarps. Yes, sir. Well, when the association 
was set up some 2 years ago and it was set up primarily in consultation 
with this headquarters to raise the ethical standards of commercial life 
insurance solicitation here in Europe. 

Mr. Courrney. Now, when you say it was set up in “consultation” 
or “collaboration with this headquarters,” which is the correct word ; 
“collaboration” or what? 

Lieutenant Colonel RicHarps. I believe I would say “cooperation” 
is probably—— 

Mr. Courrney. Who conceived the idea of the association? Did 
the military or the insurance people / 

Lieutenant Colonel Ricuarps. I don’t know, sir, that I could pin 
that down. I was here at the time. Subsequent to a CID investigation 
of the Service Life Insurance Co., a copy of which I believe is in folder 
6 just in front of the committee chairman’s seat, the former insurance 
officer at this headquarters, a Major Dyson, and I and Mr. Walter 
O’Haire and 1 or 2 other insurance people got to discussing what could 
be done to raise the standards of life-insurance solicitation. Based on 
that, a group of the life-insurance people got together and started this 
association. I should like to mention specifically in that connection 
that paragraph 3 (j) of Army Regulation 600-101—if you don’t 
mind, I would like to read a sentence from that, sir: 

Commanders and insurance officers are urged to seek guidance concerning the 
types of policies which should be authorized for sale on their installations and 
other insurance matters by utilizing the services of local better-business bureaus, 
chambers of commerce, local associations of life-insurance agents and com- 
panies, State insurance commissions, and other commercial organizations. 

So we based the activity 

Mr. Courtney. Now, the circular from which you read is a circular 
that was promulgated in August 1953. The time to which you make 
reference anteceded that by some months or years. What regulation 
was in effect on the subject to which you have addressed yourself at 
the time that you participated with these gentlemen whom you have 
named in the formation of European Underwriters Association ? 

Lieutenant Colonei Ricwarps. At that time, sir, I don’t believe it 
was based on any regulation. 

Mr. Courtney. So the regulation was subsequent to your activities 
in that respect? 

Lieutenant Colonel Ricuarps. Yes, sir; that is correct. 

Mr. Courtney. Colonel, a further question with respect to the 
licensing of companies. Once having been licensed, do you make any 
review at stated periods as to the continuing qualification of com- 
panies in the light of their business experience ? 

Lieutenant Colonel RicHarps. No, sir; we do not. 

Mr. Courtney. So that a company once qualified then proceeds and 
continues on its business until a complaint is received ? 

Lieutenant Colonel Ricuarps. That is correct, sir. 

Mr. Courtney. Do you make any investigation to determine the 
number of lapses in the policies written by any company licensed to 
do business in this territory ? ; 

Lieutenant Colonel Ricnarps. No, sir; I don’t believe that we have. 
We did write to the Department of the Army to determine whether or 
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not they had on file any such information or related information which 
would be of significance to us. 

Mr. Courtney. Would it have any significance to you if a company 
licensed to do business in this command area had had more than half 
of its policies lapse in a fiscal year as to the qualification of that com- 
pany to continue to do business within this command ¢ 

Lieutenant Colonel Rrcuarps. I think we would be quite interested 
in that, sir. 

Mr. Courtney. But you have taken and do take no affirmative action 
to obtain that information ¢ 

Liutenant Colonel RicHarps, That is correct; yes, sir. 

Mr. Courtney. That information, of course, is available in the Best 
manual on the subject; is it not / 

Lieutenant Colonel Ricuarps. I was not aware that it is, sir. 

Mr. Courtney. Well, make the assumption that it is. In any event, 
you take no affirmative action in that regard ¢ 

Lieutenant Colonel Ricuarps. That is correct, sir. 

Mr. CourrNey. Would you regard, as you have indicated, if half 
the policies were to lapse in a fiscal year or even in 2 fiscal years, would 
any lesser percentage indicate to you that you perhaps ought to review 
the qualifications of the company licensed and what percentage would 
you consider the breaking point ? 

Lieutenant Colonel Rrcarps. Well, sir, I don‘t know how firm an 
answer I could give you on that. 

Mr. Courtney. Give us your best judgment. 

Lieutenant Colonel Ricusrps. I should think that probably if the 
lapses went over a third, that we would delve into it further. 

Mr. Courrney. Colonel, I notice in the administrative setup, to 
come to something else here, you are listed as the discipline section. 
I take it from that that all matters relating to qualifications of 
agents and companies would come to your attention / 

Lieutenant Colonel RicHarps. Yes, sir; they would. 

Mr. Courrney. But immediately they would be handled by Colonel 
Smith? 

Lieutenant Colonel Ricnarps. That is correct. 

Mr. Courtney. Under your supervision and with proper reports 


to you? 

Colonel Ricnarps. That is correct. 

Mr. Harpy. Might I just follow along a question by Mr. Courtney. 
In connection with financial statements which I mentioned a little 
earlier, Colonel, would it come to your knowledge whether a com- 
pany’s financial statement showed a bulk of its assets to consist of a 
single office building ¢ 

Lieutenant Colonel Ricnarps. Yes, sir. That point has arisen, sir. 

Mr. Harpy. Recently 

Lieutenant Colonel Ricuarps. I don’t believe it has recently, sir. 

‘Mr. Harpy. Do you know whether such a company in that sort of 
shape is currently licensed to sell insurance in the European Com- 
mand ¢ 

Lieutenant Colonel Ricuarps. I would have to check our files. I’m 
afraid I don’t know that offhand. 

Mr. Harpy. Well, if such a situation had come to your attention, 
am I to assume by that that you did raise a question about the pro- 
priety of permitting some compan’es to sell insurance / 
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Lieutenant Colonel Ricuarps. I think we did, sir, but that I believe 
was covered by the fact that the company had a reinsurance agree- 
ment with another company. 

Mr. Harpy. So then your permission to that company to continue 
to sell insurance was based on the stability of some other company 
and not on that one? 

Lieutenant Colonel Ricnarps. To some extent that is true; yes, sir. 

Mr. Harpy. So you do not recall having declined to authorize any 
company to sell insurance strictly because of its own financial weak- 
ness / 

Lieutenant Colonel Rtcuarps. That is correct, sir. 

Mr. Harpy. That’s ali, Mr. Chairman. 

Lieutenant Colonel Ricwarps. I might mention in that respect that 
we did write, I believe it was, the Texas Insurance Commissioner, 
because many of the companies doing business over here are licensed 
in the State of Texas, to determine whether or not there was any 
record of claims not having been paid and we found out that there 
were no such instances, sir. 

Mr. Courtney. Just one further question. What facilities do you 
have at your command to review the financial stability of these com- 
panies, their licensing, and the matter of the discipline of agents who 
are licensed by your office / 

Lieutenant Colonel RicHarvs. Do you mean for 

Mr. Courrnry. Physically. What do you have at your disposal / 

Lieutenant Colonel Ricuarps. Well, the Inspector pelle, does 
that. 

Mr. Hless. Does he do it? 

Lieutenant Colonel Ricuarps, I have no knowledge, sir, that he does. 
As a routine matter 

Mr. Harpy. Has he ever done it for you at your request / 

Lieutenant Colonel Ricuarps. Not at our request ; no, sir. 

Mr. Harpy. You have no knowledge then that he has ever done It / 

Lieutenant Colonel RicHarps. I don’t have personal knowledge of 
that. That is correct, sir. But he inspects for compliance with all 
our regulations. 

Mr. Harpy. But he has done nothing which would assist you in con- 
nection with your certification of these companies; is that correct ¢ 

Lieutenant Colonel Ricuarps. I have no knowledge that he has. 

Mr. Harpy. Well, then, he certainly has done nothing to evaluate 
them ¢ 

Lieutenant Colonel Ricuarps. I think that is correct. 

Mr. Harpy. I think you might pursue it to determine what other 
facilities he has. 

Mr. Hess. Mr. Bray ? 

Mr. Bray. Are you familiar with what is necessary to be included 
in a valid and effective reinsurance agreement that this concern might 
have with another company 

Lieutenant Colonel Ricuarps. Do you mean the terms of that agree- 
ment, sir? 

Mr. Bray. Will the reporter please repeat the question ? 

(The reporter then read the last question aloud.) 

Mr. Bray. Do you understand? Anything that is necessary that 
should be included. It might be a reinsurance agreement that didn’t 
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mean anything. Are you in any way qualified to say whether that 
agreement would be of any use 

“Lieutenant Colonel Riciarps. I can't say that. I am not qualified 
in that respect. 

Mr. Courtney. Y ou just accept the statement of reinsurance with- 
out further inquiry ¢ 

Lieutenant Colonel Rrcnarps. That is correct. 

Mr. Harpy. I would like to pursue this question of facilities for 
checking financial statements and other matters. You mentioned the 
Inspector General. What other facilities do you have? 

Lieutenant Colonel Ricuarps. Well, as | mentioned prev iously, if we 
thought that there was any necessity for it, we could have a CID—a 
criminal investigation. 

Mr. Harpy. I’m not talking about that. You got a financial state- 
ment from these companies. What do you do with them / 

Lieutenant Colonel Ricuarps. We review them, sir, and pass on 
them. 

Mr. Harpy. Who reviews them ? 

Lieutenant Colonel Ricuarps. It is normally Colonel Smith of my 
office. 

Mr. Harpy. Now, specifically, is it Colonel Smith ¢ 

Lieutenant ¢ ‘olonel Ricwarps. Yes, sir; it is. 

Mr. Harpy. Colonel Smith then reviews all of these financial state- 
ments ? 

Lieutenant Colonel Ricuarps. Yes, sir. 

Mr. Harpy. He analyzes them himself? 

Lieutenant Colonel Rie HARpDs. Yes, sir. 

Mr. Harpy. And it is his judgment which forms the basis for your 
action in connection with them ? 

Lieutenant Colonel Ricuarps. That is correct, sir. 

Mr. Harpy. And his alone? 

Lieutenant Colonel Ricuarps. Well, when there is a question, I re- 
view them also, sir, and I have. 

Mr. Harpy. Do you recall about how many you have ever reviewed 
personally ¢ 

Lieutenant Colonel Ricrarps. I would say probably half a dozen at 
least, sir. 

Mr. Harpy. That is all. 

Mr. Courtney. The primary responsibility, Colonel, for that 
Colonel Smith’s; isn’t that right ? 

Lieutenant Colonel RicHarps. Well, he performs the actual work 
on each one. That's right. 

Mr. Courtney. Then it is reported in to you? 

Lieutenant Colonel Ricuarps. That’s correct. 

Mr. Courtney. Now, Colonel, so we may orientate ourselves, now 
long has Colonel Smith been under your command ¢ 

Lieutenant Colonel Rictarps. He has been here about a year and 
3 months. 

Mr. Courtney. He succeeded this Major Dyson of whom you spoke ¢ 

Lieutenant Colonel Rictarps. Yes, sir. I was going to mention, 
gentlemen, that eac ‘h unit is required to have insurance counsel given 
by an officer of the unit to the soldiers who wish to buy a policy. I 
wanted to bring out that particular point. 
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Mr. Mitier. Mr. Chairman? 

Mr. Hess. Mr. Miller. 

Mr. Mitier. What qualifications has this officer who does the insur- 
ance counseling and who passes on his qualifications ¢ 

Lieutenant Colonel Ricnarps. The qualifications and ability of that 
insurance counselor would vary considerably. Some are reasonably 
expert. Others are not. 

Mr. Mivier. Who passes on them and who designates the man’s 
being capable of insurance counseling ¢ 

Lieutenant Colonel Ricuarps. These are designated by unit com- 
manders, sir. Normally at the company or battation level. 

Mr. Mituer. Are there any standards set up by you or by Colonel] 
Smith that these insurance counselors must meet ¢ 

Lieutenant Colonel Ricuarps. Well, that they are familiar with the 
provisions of the Army regulation and this circular. 

Mr. Mitier. Do they know anything about insurance other than 
that contained in the Army regulations or is it just one of those jobs 
that is passed off to some lieutenant or somebody in the outfit to be 
the expert on? 

Lieutenant Colonel Ricuarps. In general that is the case, sir. 

Mr. Miter. Then the man may know nothing about insurance if it 
falls to his lot to become the insurance counselor of his unit? 

Lieutenant Colonel Ricuarps. That can happen. 

Mr. Mitter. That happens? 

Lieutenant Colonel Ricuarps. Yes, sir. 

Mr. Mitier. Do you think that counseling is effective and gives 
protection to the men ? 

Lieutenant Colonel Ricuarps. I would say perhaps it is reasonably 
effective, sir. 

Mr. Miuier. How reasonably effective, sir? 

Lieutenant Colonel Ricuarps. Well, I think to the point that they 
have at least advised their soldiers of the various loopholes that they 
should look for and matters that they should see that are included in 
their policies. 

Mr. Miter. That’s what I want to find out. Are they capable of 
that? I have known men to be assigned in the old days in the Army. 
My time goes back to World War I. Men who didn't know a thing 
about insurance or anything else who were set up as the insurance 
officer of a unit. Now, does that still continue? 

Lieutenant Colonel Ricuarps. I would say, sir, that I believe that 
the level of advice on such matters is higher the it was previously. I 
am sure—— 

Mr. Minter. You are not old enough to remember the time that I 
speak of but I want to tell you that it would have to be something 
above zero then, Colonel, to be any higher. It couldn’t be much lower. 

Lieutenant Colonel Ricwarps. Yes, sir. 

Mr. Mitter. But there are no qualifications then for insurance coun- 
selors who talk to the men and advise them? Have you set up definite 
qualifications for these people? 

Lieutenant Colonel Ricuarps. We have set up nothing here, no, sir; 
other than is found in our circulars and Army regulations. 

Mr. Mittrr. Do you know of any unit commanders who set up 
regulations for these counselors? 
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Lieutenant Colonel Ricuarps. I am not acquainted with regulations 
but beyond that some have taken quite a personal interest in it and 
have gone to some pains to get good counseling for the soldiers. That 
is not universally true, however. 

Mr. Hess. All right, Colonel, let’s proceed. 

Lieutenant Colonel Ricuarps. All right, sir. I should like to men- 
tion that area commanders, kaserne commanders, and unit com- 
manders are authorized to ban agents from doing business in their 
perknanat sphere of jurisdiction if they see fit provided there have 
een violations of our regulations. However, they are required then 
to give reports of such action to this headquarters which they do. 
That, in general, completes the information that I wanted to give you, 
gentlemen, concerning our regulations. I had intended to give you a 
bit of the background now on the European Association of Life Under- 
writers. However, I did touch on that perhaps sufficiently. 

Mr. Courtney. Well, from your point of view, is it better expressed 
from you or Colonel Smith who is immediately concerned as the 
direct contact I assume from your testimony ¢ 

Lieutenant Colonel Ricuarps. Well, are you speaking with respect 
to the background of the association, sir ? 

Mr. Courtney. Well, I take it that Colonel Smith was not here 
when the association was formed ¢ 

Lieutenant Colonel Ricuarps. That is correct, sir; he was not. I 
was. 

Mr. Courrnry. The regulations under which you are dealing now 
were promulgated in August 1953? 

Lieutenant Colonel Ricnarps. Yes, sir; that is correct. 

Mr. Courtney. And made certain drastic changes in some re- 
spects so what we are dealing with would have to be of necessity 
from August 1, 1953, to date ? 

Lieutenant Colonel Ricuarps. Yes, sir. 

Mr. Courrnrey. Mr. Chairman, I would question the pertinency 
under those circumstances—the colonel has suggested we might go 
into the background of the association. I think we are dealing with a 
legal situation on the regulations at the moment. Does that conclude 
your presentation / 

Lieutenant Colonel Ricrarps. I would like to point out the docu- 
ments which have been placed on your table, gentlemen, the five 
folders. I am not referring now to the individual folder before you 
but. to the other five folders up here, the first of which contains the 
USAREUR circular and current regulations. Folders 2 and 3 refer 
to the case of a Mr. Reichstein. Folder No. 4 contains the constitu- 
tion and bylaws of the European Association of Life Underwriters, 
and Folder 5 contains other information which we felt might be per- 
tinent and perhaps helpful to your hearing. 

Mr. Hess. Colonel, let me ask you this at this time. May the com- 
mittee take these papers back with them and then return them to you 
after the staff has had an opportunity to go over with them? 

Lieutenant Colonel Ricuarps. When you say “take them back” 

Mr. Hess. Back to the States—— 

Lieutenant Colonel Ricuarps. We would prefer not to, sir, but we 
would be prepared to have photostatic copies made of what you want 
in a reasonable time, sir. 
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Mr. Hess. Well, have the staff go over them while we are here and, 
if you will, have photostatie copies made of those documents which 
we will include in the record. (Material will be found in appendix.) 

Lieutenant Colonel Ricuarps. We will do that. 

Mr. Courrney. We made a partial review this morning in the time 
permitted to us and in many cases there are duplicate copies in the 
folders which we have examined of pertinent material. 

Lieutenant Colonel Ricnarps. Yes, that is true in some cases, sir. 

Mr. Courrney. It has been done with the colonel this morning. 

Mr. Harpy. Just one question, colonel, in connection with the EKuro- 
pean Association of Life Underwriters. It doesn’t matter too much 
how high sounding a set of bylaws might be unless they were actually 
followed. Do you have any knowledge of the manner in which the 
association does live up to its bylaws 

Lieutenant Colonel Rrewarps. To the best of my knowledge, sir, 
they do live up to them quite well. 

Mr. Harpy. Is your knowledge good ? 

Lieutenant Colonel Ricuarps. | think it is reasonably good on the 
subject. 

Mr. Harpy. I was just wondering on what basis you express your- 
self. 

Lieutenant Colonel Ricuarps. I might say that we are, of course, 
in close contact with the general agents in particular who form the 
executive committee of the association and also Mr. O’Haire who is 
the secretary and they have told us on a number of occasions and this 
has been verified from units in the field that they have gone out on 
their own where they have heard of allegations of violations of direc- 
tives of either our own regulations or the constitution and bylaws 
of the association. 

Mr. Harpy. But you depend primarily on Mr. O’Haire and the 
general agents? 

Lieutenant Colenel Ricuarps. Well, for information of the associa- 
tion. That is correct, sir. 

Mr. Harpy. That is what I mean. 

Lieutenant Colonel Ricnarps. Yes, sir. 

Mr. Harpy. Would it be proper to say that you depend more on 
Mr. O’Haire than you do on others ¢ 

Lieutenant Colonel Ricnarps. I think that would be proper ; yes, sir. 

Mr. Harpy. That’s all. Thank you. 

Lieutenant Colonel Ricriarps. I should like to mention, too, and 
make this very clear that membership in the association is not required 
for any company or agent to do business over here. 

Mr. Harpy. Are you sure of that? 

Lieutenant Colonel Ricnarps. Positive. 

Mr. Minter. Are there any companies that are presently not mem- 
bers of the association ? 

Lieutenant Colonel Ricuarps. There are none at present. 

Mr. Harpy. Have there been? 

Lieutenant Colonel Ricuarps. No, sir: f don’t think there have been 
any. 
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Mr. Covurrney. Either agents or companies / 
Lieutenant Colonel Ricnarps. That is correct, sir. 
Mr. Hess. Any further questions? 

Mr. Courrney. No, sir. 

Mr. Hess. Thank you very much, Colonel. 


TESTIMONY OF LT. COL. L. V. SMITH 


Lt. Col. Lewis V. Smith, United States Army, was called as a wit- 
ness, was duly sworn, and testified as follows: 

Mr. Covurrnery. Colonel, to proceed directly to the point, are you 
familiar with the testimony which has been presented to this subcom- 
mittee at its session in Cincinnati 

Lieutenant Colonel Smrrn. I have had a chance to look the testi- 
mony over. 

Mr. Courtney. So we will proceed directly to the charges / 

Lieutenant Colonel Smrru. Yes, sir. 

Mr. Courrney. You realize that testimony was taken under oath 
and, of course, your name was from time to time mentioned in it? 

Lieutenant Colonel Smirn. Yes, sir. 

Mr. Courrney. I must, under the rules of the subcommittee, advise 
you of your constitutional rights and your right to counsel. Are you 
familiar with them / 

Lieutenant Colonel Smiru. Yes, sir. 

Mr. Courtney. We will now proceed to interrogate you if you are 
satisfied. 

Lieutenant Colonel Smrru. Yes, sir. 

Mr. Courrney. Colonel Smith, you have been here since when / 

Lieutenant Colonel Sarr. I have been in this headquarters since 
around September 1, 1953. 

Mr. Courrney. And your assignment here has been, as previously 
testified by Colonel Richards, in the discipline section of this com- 
mand ¢ 

Lieutenant Colonel Smrru. Of G—1 Division ; yes, sir. 

Mr. Courtney. Having to do, among other things, with the quali- 
fications of life-insurance companies and life-insurance agents ¢ 

Lieutenant Colonel Smiru. Yes, sir. 

Mr. Courrney. And Colonel Richards has testified to us that it is 
your immediate responsibility for the detail in that connection / 

Lieutenant Colonel Smrru. That is mght, sir. 

Mr. Courtney. The applications come to you for both agents and 
companies, you review them and take the action in the matter / 

Lieutenant Colonel Smrru. Yes, sir. 

Mr. Courtney. Colonel, are there any companies since you have 
come to this command who have been licensed here who are not mem- 
bers of the European Association of Life Underwriters? 

Lieutenant Colonel Smirn. That information isn’t all within my 
knowledge but, to the best of my knowledge, there are none at this 
time. 

Mr. Courtney. Have there ever been any, Colonel? 


84 SALES OF COMMERCIAL LIFE INSURANCE 


Lieutenant Colonel Smrru. There were one or two. I can only be 
certain of one possible company that did not belong to the association 
at the beginning of its being licensed here. 

Mr. Courtney. What company was that? 

Lieutenant Colonel Smrru. The Great Southwest Life Insurance 
Co. of Phoenix, Ariz. 

Mr. Courtney. Now, after it was licensed by you—now, this I am 
speaking of within your knowledge and since you have come here and 
it was first licensed by you and later joined the association; is that 
correct 

Lieutenant Colonel Smrrxu. That is my impression. As I say, I 
can’t be too authentic a source on that. 

Mr. Courtney. Now, with respect to agents, Colonel, are any agents 
licensed out of this command who are not members of the European 
Association of Life Underwriters? 

Lieutenant Colonel Smrrn. To the best of my knowledge there are 
none. 

Mr. Courtney. Have any applied and been refused who were not 
members of the association ¢ 

Lieutenant Colonel Smiru. No. 

Mr. Courtney. Do you know the case of Stuart Reichstein ? 

Lieutenant Colonel Smrru. Yes. 

Mr. Courtney. Was Mr. Reichstein at the time of his application 
for an agency permit or authorization within this command a mem- 
ber of the European Association of Life Underwriters? 

Lieutenant Colonel Smrru. That was the one I was about to go back 
tothere. Te had been a member of the association. Iam not exactly 
sure that he was a member at the time. 

Mr. Courtney. At the time of what? 

Lieutenant Colonel Smrrn. At the time that he first made his re- 
quest to be-——— 

Mr. Courtney. Which request are you speaking about ? 

Lieutenant Colonel Smiru. The requests to be recognized as the 
general agent for the Great Northwest Life Insurance Co. of Spokane, 
Wash. 

Mr. Courrney. Didn't you make inquiry at the time he asked to be 
licensed as to whether he was or was not a member of the association ? 
Didn't you make that specific inquiry ? 

Lieutenant Colonel Smrrn. I don’t recall that I made that specific 
inquiry. There was considerable conversation about the association 
and about whether or not he should ask the association for a letter of 
recommendation. 

Mr. Courtney. Did you suggest that he ask the association for a 
letter of recommendation 

Lieutenant Colonel Smrru. Yes, I did. 

Mr. Courtney. Did he decline to do so? 

Lieutenant Colonel Smiri. Yes, he did. 

Mr. Courtney. Did that have any influence in your mind in refus- 
ing him a license 
zieutenant Colonel Smrra. Not within itself, no. 
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Mr. Courtney. You have heard the testimony here or read the 
testimony on previous occasions—well, take Mr. Reichstein first as 
to his conversation with you. For what reason was he refused a 
license ? 

Lieutenant Colonel Smrrn. He was refused a license as a general 
agent because after a rather extensive effort, and I might say an accom- 
plished effort of investigation, it was learned that “he did not have 
the qualifications that we felt a general agent should possess both 
ethical and otherwise. 

Mr. Courrnry. Had Reichstein been licensed by you previous to 
this application of which you speak ? 

Lieutenant Colonel Yes. 

Mr. Covurrney. Had he been disciplined by you on any complaints 
during the time he had a license from you ? 

Lieutenant Colonel No. 

Mr. Courrnry. Had you had any occasion to reprimand him for 
any infraction of the rules and regulations of this command at the 
time that he held a license from another company ? 

Lieutenant Colonel Smiru. Not prior to his request for recognition 
as a general agent. 

Mr. Courrney. Not prior to that ? 

Lieutenant Colonel Sarru. No. 

Mr. Courrney. What occurred between the time of his licensing 
and then his connection with this new company which was the Great 
Northwest Co. that in your opinion changed his qualifications as an 
agent competent to solicit and sell insurance / 

Lieutenant Colonel Smirn. I would say, first, my judgment was 
altered with respect to Mr. Reichstein from the apparent nature of 
his personality and acts in the course of conversation with the man. 

Mr. Courtney. Well, let’s take his technical qualifications. Did 
he know the subject of insurance with which he was dealing / 

Lieutenant Colonel Smirn. I feel he did with a fair degree of 
knowledge. 

Mr. Courtney. So that he would be competent to solicit and advise 
a potential policyholder as to the nature of the contract that was to 
be entered into? 

Lieutenant Colonel Smirn. Yes, sir; I felt that he would. 

Mr. Courtney. You are satisfied with that ? 

Lieutenant Colonel Samirn. I felt he possessed that knowledge. 

Mr. Courrnry. Now, having possessed that knowledge, in your 
opinion there would be no difference in his qualifications with when 
he had a license and when he was refused one. On what grounds then 
did you base your refusal to license him ? 

Lieutenant Colonel Samir. Other than the observations made of 
the man himself during these two visits, a very strong influencing 
factor was a report of investigation that I had received from the 
United States Air Force, Europe. 

Mr. Courtney. That had to me with slot machines? 

Lieutenant Colonel Smrrn. Yes. 

Mr. Courtney. Did the sale of slot machines have anything to do 
with the sale of insurance? 


| 


86 SALES OF COMMERCIAL LIFE INSURANCE 


Lieutenant Colonel Smiru. It didn’t except to indicate the character 
and disposition of the man concerned. 

Mr. fonmcaee Did Mr. Reichstein’s personality change between 
the time he was licensed and the time he was refused a license ? 

Lieutenant Colonel Smirn. I don’t know that his personality 
changed but the evidence indicating his personality developed a 
different picture. 

Mr. Courrney. Why did you cause an investigation to be made 
when he applied for a license the second time when you had received 
no complaints as to any misconduct prior to it? 

Lieutenant Colonel Smrriu. I will have to go back a little there into 
before he actually entered my oflice that first time. 

Mr. Courrney. Let’s get back to the time you came here. Was he 
licensed when you came here / 

Lieutenant Colonel Smrrn. Yes. 

Mr. Courtney. And he sold all the way through until June of 1954? 

Lieutenant Colonel Smrru. No, he did not. He was licensed but he 
didn’t sell during that time. 

Mr. Courtney. Anyway, his license was not revoked until he sur- 
rendered it, is that right ? 

Lieutenant Colonel Smiru. That’s right. 

Mr. Courtney. And applied for a general agency. What was that 
in point of time? 

Lieutenant Colonel Samrru, He was licensed at, I believe, the latter 
part of August by Colonel Dyson, my successor. 

Mr. Courtney. Your predecessor. 

Lieutenant Colonel Smrru. My predecessor; yes. He remained li- 
censed with one or another company until in the latter part of July 
1954 at which time his own general agent picked up the letter of au- 
thorization that he then had. 

Mr. Courtney. Now, who was the general agent? 

Lieutenant Colonel Smiru. Mr. George Ashley. 

Mr. Courrney. What company did he represent ? 

Lieutenant Colonel Smrru. The American Standard. 

Mr. Courrney. Did he revoke his license to act as a soliciting agent? 

Lieutenant Colonel Sarru. That’s what it amounted to. 

Mr. Courrney. Well, how was it done? What transpired / 

Lieutenant Colonel Smrru. All I know is the report that Mr. Ashley 
gave me on the matter. I don’t know the exact relationship between 
the two just prior to this time but in substance it amounted to Mr. 
Reichstein having endeavored to solicit insurance at a time when he 
had no authorization from Mr. Ashley to do so. 

Mr. Courtney. That was an intracompany row; was that it / 

Lieutenant Colonel Smrru. That is right. He entered a kaserne that 
I understand he was unauthorized to enter at the time. 

Mr. Courtney. Well, was he or was he not unauthorized at the time 
that he entered the kaserne ? 

Lieutenant Colonel Smrra. As far as this headquarters was con- 
cerned, he had a letter of authorization and was authorized. 

Mr. Courtney. Well, why do you even consider the subject if the 
man was authorized ? 
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Lieutenant Colonel Smrru. Because that is the beginning of his not 
being authorized then by this headquarters because of that violation 
of his own general agent’s instructions in visiting when he had no au- 
thority as such to represent the company. 

Mr. Courtney. But the general agent of this company at the time 
that he entered the kaserne had not notified you that Reichstein was 
not a continuing agent of the company ¢ 

Lieutenant Colonel Smrru. No; he had not. 

Mr. Courrney. And had taken no action in that respect ? 

Lieutenant Colonel Sarit. No; as far as I know. 

Mr. Courrney. Now, under those circumstances, what credence 
would you give to representations as to rows within a company as to 
violations? Asa matter of fact, it wasn’t a violation at all; was it / 

Lieutenant Colonel Smarn. As far as I know it was. 

Mr. Courtney. How could it be a violation if the man’s license was 
still in existence and the company he represented had not revoked it? 

Lieutenant Colonel Sairn. First, he did not have authorization to 
enter the kaserne that he was seeking and did enter. 

Mr, Courtney. From whom 

Lieutenant Colonel Smiru. From the kaserne commander or the 
officer responsible to give such permission. 

Mr. Courrney. Who was he? 

Lieutenant Colonel Smiru. The officer concerned was the command- 
ing oflicer of the engineer group, a Lieutenant Colonel Wallingford, I 
believe his name is. 

Mr. Courrney. And did that report come to you in the ordinary 
course of business or how did it come to you ¢ 

Lieutenant Colonel Smrrn. It came to me indirectly through Mr. 
Ashley. 

Mr. Courtney. Mr. Ashley reported to you that this agent had gone 
in in violation of the company commander’s regulations ¢ 

Lieutenant Colonel Smiru. Yes; and in violation of his own instruc- 
tions. 

Mr. Mitier. Whose instructions there, please / 

Lieutenant Colonel Smrru. Mr. Ashley’s instructions. 

Mr. Courrney. What did you do when this information came to you 
with respect to this alleged violation / 

Lieutenant Colonel Smirn. I received the original letter back from 
Mr. Ashley that had authorized Mr. Reichstein to solicit for American 
Standard and had it placed in our files. 

Mr. Courtney. Did the company commander or the kaserne com- 
mander report any violation to you or make any complaint 4 

Lieutenant Colonel Smiru. No. 

Mr. Courrnry. You never heard anything from the kaserne com- 
mander ? 

Lieutenant Colonel Smiru. Yes; by telephone. 

Mr. Courtney. What did you hear / 

Lieutenant Colonel Smrrn. That the commander one evening had 
received word from his duty officer to the effect that Mr. Reichstein 
was in the area seeking to—— 

Mr. Courrney. Was he in the area or in the kaserne ? 
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Lieutenant Colonel Smrru. In the kaserne seeking to solicit life 
insurance and the duty officer asked him what should be done about 
it. The commanding officer said, “Throw him out.” 

Mr. Courtney. Did he do it? 

Lieutenant Colonel Smrru. As far as I know, he did. 

Mr. Harpy. I don’t know that I quite understand this picture but 
we have this kind of thing happen very frequently; an overenergetic 
salesman trys to get into a military installation or what not and he 
is refused permission to enter. Is that what happend in this case? 

Lieutenant Colonel Smiru. That is substantially what happened. 

Mr. Harpy. Well, how in the world does that constitute any viola- 
tion of any military regulations? He applies for admission, the com- 
manding officer turns him down and he is run off the reservation. Is 
there anything particularly unusual about that ? 

Lieutenant Colonel Smrru. Yes; he was on the post soliciting with- 
out authority. 

Mr. Harpy. But he had your authority ¢ 

Lieutenant Colonel Smrru. But not from the kaserne commander 
with whom he is always supposed to have authority. 

Mr. Harpy. Didn’t I understand you to say that he had advised 
the duty officer that he wanted to solicit ¢ 

Lieutenant Colonel Smrru. No; I didn’t say that. I said the duty 
officer called the commanding officer and said, “This man was in the 
kaserne endeavoring to solicit life insurance,” and asked the com- 
mander what he should do about it. The commander said, “Throw 
him out” or words to that effect. I can’t be sure that each of those 
words are exactly the way it happened. 

Mr. Harpy. Well, now actually, Colonel, the nut in this coconut 
is the fact there had been some dispute between the general agent 
_ this particular soliciting agent? Isn’t that about the substance 
of it? 

Lieutenant Colonel Smrru. That is. 

Mr. Harpy. And you had not even been advised by the general 
agent that he had withdrawn the authority for this man? 

Lieutenant Colonel Smrru. At the time, yes, I had. 

Mr. Harpy. So that you are now undertaking to presume to carry 
out instructions of a general agent to one of its soliciting agents 
without even having been advised by the general agent of its change 
in instructions ? 

Lieutenant Colonel Smrru. No; I’m afraid you have the wrong 
impression there. 

Mr. Harpy. Maybe I do but I declare it looks awful silly from 
what little I know about it. 

Mr. Courtney. Do you want to clear it up, Colonel ? 

Lieutenant Colonel Smrru. I would like to read from the memo- 
randum of record that I made at the time rather than trust offhand 
my recollection here. This is a memorandum for record prepared by 
me on the 5th of August 1954. 


Mr. Ashley informed me that he had decided to terminate the employment of 
Stuart W. Reichstein; that he had recently informed Mr. Reichstein that his 
employment with the American Standard Life Insurance Company was termi- 
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nated and that he was sure Reichstein must realize that under the circumstances 
he could not work for any other company in Germany. He had picked up 
Reichstein’s letter of authorization and during the course of his visit which 
took place on 4 August 1954 delivered the letter to the undersigned. 


That is me. 


Mr. Ashley in the course of his conversation confirmed every fact and conclusion 
which we have drawn or otherwise learned about Mr. Reichstein except confirma- 
tion of his slot machine business with the Air Force of which Mr. Ashley had 
only the impression that Reichstein had lost considerable money. 

Mr. Courtney. This all had to do with his attempt to get into this 
kaserne to solicit insurance? 

Lieutenant Colonel Smrru. I don’t know all of the aspects of this 
particular situation but 

Mr. Courrnry. But the only thing before you at the time that 
you were receiving this information and reading the report which you 
had before you was an alleged violation of an Army regulation having 
to do with the entrance of Reichstein, who possessed a license, so far 
as you were concerned, on to a military reservation. That was the 
subject before you, wasn’t it ? 

Lieutenant Colonel Smirx. That is correct. 

Mr. Courtney. What did this other information have to do with it ? 

Lieutenant Colonel Smrru. This is the incident right here. This 
is the kaserne. This is the group that he was seeking to solicit 
within, 

Mr. Harpy. But, Colonel, did it ever occur to you that since there 
was a little feuding apparently going on between Ashley and Reich- 
stein, that Ashley might be biased ? 

Lieutenant Colonel Smrrn. No; as a matter of fact, I think, if I 
can continue further, I think I can show you that up until that time 
Ashley had been the stanchest friend that Reichstein might have had 
here. 

Mr. Harpy. Well, that might have been self-serving if it was given 
to you in a statement on the part of Ashley. 

Lieutenant Colonel Smirru. It could be. However, I don’t regard 
it as such going into all the circumstances surrounding this whole 
matter that I don’t think we have touched upon yet. 

Mr. Hess. Let’s get down to that. Why don’t you finish that state- 
ment there, Colonel, and then if you have anything else to say to clear 
this matter up, let’s have it. 

Lieutenant Colonel Sir (reading) : 


He stated that Reichstein is flat broke and that as his friend and through 
sympathy to Reichstein, he has sought to carry him along. He has tried to help 
him as much as possible but had now concluded that in spite of his sympathy, he 
can no longer tolerate the continued presence of Mr. Reichstein in Germany and 
agreed with the undersigned that Reichstein should leave Europe as soon as 
possible. Mr. Ashley believes that although with a mentality bordering on 
genius in some respects, Reichstein is on the verge of insanity. According to 
Ashley, Reichstein is a habitual user of sleeping pills and, of course, has impressed 
the undersigned previously as certainly not normal mentally or physically. Mr. 
Ashley has promised to see that Reichstein is out of Europe within the next 2 
weeks and is going to personally pay his transportation and expenses as a gift to 
get him out. We both agreed that it is a delicate matter to handle and that 
abrupt action was undesirable. 
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Mr. Courrney. Action on his part, Colonel 

Lieutenant Colonel Smrrit. Ashley’s part. 

Ashley completely agrees that further presence of Reichstein might be dan- 
gerous since he has manifested murderous intent with respect to Mr. Walter 
O’ Haire and Mr. Michael Ellis, both of whom he considers to be bitter and deadly 
enemies, 

Mr. Courtney. Now, Ellis is a companion insurance agent, isn’t he ¢ 

Lieutenant Colonel Smrru. Ellis is the general agent for two insur- 
ance companies. 

Mr. Courtney. He has been here sometime and has been a com- 
petitor ¢ 

Lieutenant Colonel Smiru. Yes, sir. 

Mr. Courtney. Who is the other man? 

Lieutenant Colonel Smirn. Mr. O’Haire who is the executive sec- 
retary of the European Association of Life Underwriters. 

Mr. Courtney. Was Reiclistein a member of the association ¢ 

Lieutenant Colonel Smiru. He was up to the time these matters were 
materializing. 

Mr. Courtney. Where were you 

Mr. Hess. Let him finish the statement now. 

Lieutenant Colonel (continuing) : 


Mr. Ashley stated that General Connell, a retired Air Force general, has 
promised that he will take care of Reichstein if he returns to Texas. Mr. Connell, 
a retired Air Force general, is a long acquaintance and friend of Reichstein. The 
attitude of Mr. Ashley is certainly one to be commended in the opinion of the 
undersigned in the forthright, honest and sincere manner in which he is trying 
to handle a very difficult matter for which he has no direct responsibility. 

That last is just my added opinion. 

Mr. Hess. Is that the end ¢ 

Lieutenant Colonel Smiru. That’s the end of that. 

Mr. Hess. What were the circumstances surrounding your writing 
this memorandum ¢ 

Lieutenant Colonel Smrru. Mr. Ashley’s visit to my office. 

Mr. Hess. He paid a visit to your office and volunteered this infor- 
mation ¢ 

Lieutenant Colonel Smirx, In the course of conversation, yes. 

Mr. Hess. Was that the purpose of the visit ? 

Lieutenant Colonel Smiru. ‘To see me about this matter to deliver 
Mr. Reichstein’s letter of authorization that he had picked up just a 
day or two previously. 

Mr. Hess. You knew nothing about that before this time? 

Lieutenant Colonel Smirn. I knew about Reichstein; yes, sir. But 
IT didn’t know anything about this incident in the Engineer Kaserne 
prior to this time. 

Mr. Harpy. Now, the only thing, Mr. Chairman, that I would like 
to say about this: I don’t know anything in the world about these two 
individuals but from a purely outside point of view, it would seem to 
me that there is an awful lot of self-serving data in there if Ashley 
had any motives of perjury whether they might be business disagree- 
ments or otherwise. 

Didn’t that occur to you, Colonel ? 

Lieutenant Colonel Smrru. Not under the circumstances because I 
knew the nature of their relationship and it having been a very 
friendly one. 
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Mr. Harpy. I was wondering, in view of some of the statements in 
the memorandum, it’s a wonder you didn’t suggest to Ashley that 
he ought to have Reichstein presented to a psychiatrist. 

Lieutenant Colonel Smirn. I don’t recall for sure but there may be 
conversation along that line. 

Mr. Harpy. Well, I gather that there might have been in view of 
some of the statements made. 

Mr. Bray. Colonel, weren’t you and Mr. Ashley attaching a great 
deal of importance and significance to the fact that an insurance agent 
went across the line into one area he wasn’t supposed to go merely to 
solicit insurance? Apparently this whole thing grew out of this one 
error or mistake of judgment. Arent you putting a great deal of 
significance and a lot of importance to a minor matter? 

Lieutenant Colonel Smrru. If that were the only matter. 

Mr. Bray. That is the only thing, sir, that you have mentioned. 

Lieutenant Colonel Smrru. The only thing you have asked me about 
so far that I have had a chance to go into. 

Mr. Courtney. Now, the time of which you speak and to which 
your memorandum that you have just read refers to is the time at 
which Ashley has terminated his authorization to Reichstein; correct ? 

Lieutenant Colonel Smiru. That is correct. 

Mr. Courtney. And about when in point of time is it ? 

Lieutenant Colonel Smrrn. That was on the 4th of August 1954 
when he visited my office. 

Mr. Courtney. And at that time Reichstein had pending before you 
an application to become a general agent for a company that had been 
licensed in this command; is that correct ? 

Lieutenant Colonel Sairxa. That is right. 

Mr. Courtney. And did you later refuse the license of Reichstein 
to become a general agent ? 

Lieutenant Colonel Smrru. It was as action officer for this com- 
mand. 

Mr. Courtney. Did you give Reichstein an opportunity to know the 
charges that were placed against him and the information that you 
have read from the memorandum ? 

Lieutenant Colonel Smiru. There were a series of correspondence 
between this headquarters and Mr. Reichstein’s attorney, Earl Carroll. 

Mr. Courtney. Did you ever specifically give him the information 
which you have read to the committee ? 

Lieutenant Colonel Smrru. Not in person. 

Mr. Courtney. Did you ever communicate it to him in any way? 

Lieutenant Colonel Smirn. Yes, sir. 

Mr. Courtney. How? 

Lieutenant Colonel Smiru. At the time that he visited my office, we 
communicated with regard to his request to be recognized as a general 
agent. 

Mr. Courtney. What information did you give to him ? 

Lieutenant Colonel Smrru. The first time Mr. Reichstein came in 
was following a telephone call which he made earlier to me that same 
day. 

Mr. Courtney. Was his application to become a general agent pend- 
ing at the time? 
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Lieutenant Colonel Smrru. No; that was leading up to that. At 
that time, as far as I knew, he was getting along all right. He was a 
soliciting agent representing the American Standard and I knew of 
no difficulty and had no complaints. 

Mr. Courtney. Ashley had not visited you up to that point? 

Lieutenant Colonel Smirn. Yes; although I don’t recall the specific 
oceasion of the visits. I am quite sure 1 had seen him on 2 or 3 
occasions. 

Mr. Courrnery. Had he visited you with respect to the Reichstein 
agency 

Lieutenant Colonel Smrru. To the general agency; no. 

Mr. Courrney. Or with respect to Reichstein’s agency for the 
Ashley company ? 

Lieutenant Colonel Smrrn. Yes. I can’t be sure of this, but I’m 
reasonably sure. I don’t recall the date, but he must have been in my 
office sometime previously with Mr. Ashley, but that visit would have 
had nothing to do with this matter at all. 

Mr. Courtney. All right. Now, did you give Reichstein an oppor- . 
tunity to be heard? 

Lieutenant Colonel Smrru. I would say honestly I gave him more 
than an opportunity to be heard. 

Mr. Courtney. Did you suggest to him that his application should 
be accompanied by membership in the European Association of Life 
Underwriters ? 

Lieutenant Colonel Smirn. I did not. 

Mr. Courrney. Did you suggest to him that he take the matter of 
his application up with the association ¢ 

Lieutenant Colonel Sarru. I did. 

Mr. Courtney. For what purpose did you do that ? 

Lieutenant Colonel Surrnu. IT suggested that he ask the association to 
give him a letter of recommendation pertaining to his qualifications as 
a general agent. 

Mr. Courrney. But you have already attested to his technical 

ability? 

Lieutenant Colonel Smirn. Not as a general agent. As a soliciting 
agent. 

Mr. Courtney. What would be the difference between the genera] 
agent’s qualifications to sell insurance and the soliciting agent’s? 

Lieutenant Colonel Smrrn. In my opinion there would be a con- 
siderable difference to this extent. The general agent is one repre- 
senting directly, as you might say, in the capacity of an i cecondioet . 
contractor the company itself handling and managing the soliciting 
agents. He should not only be more familiar with all the matters 
pertaining to life-insurance business but should be a man capable of 
executive and managerial affairs as well. 4 

Mr. Courtney. Well, how would this command be in a position to 
determine the administrative capacity of a man to be a general agent? 

Is that one of your functions? i . 

Lieutenant Colonel Smrru. Unfortunately, I don’t believe that we 
are in a position to determine all of that as well as we perhaps should. 

Mr. Courtney. You have testified to his technical ability. He did 
know insurance: is that correct? That is what you have testified to; 
isn’t that right? 
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Lieutenant Colonel Smira. That he had a reasonably sound knowl- 
edge of the subject. 

Mr. Courtney. Now, the regulations which were published since 
you have been here, section 5 of AR 600-101, provide that— 


Whenever possible, the agent involved will be given an opportunity to be heard. 
The installation commander will notify the Adjutant General 


and I'll skip a few words— 


setting forth all of the factors upon which bis decision to ban the agent was 
based. 
Did you understand that? 

Lieutenant Colonel Smirn. Not in quite the substance that that 
regulation calls for. 

Mr. Courtney. What did you do? 

Lieutenant Colonel Smrru. These two conversations and they were 
quite long. The first one when he telephoned first—he came into my 
office and most of the conversation was concerned with the meaning 
and casting aspersions toward the association. 

Mr. Courtney. Talking about his competitors? 

Lieutenant Colonel Smrru. And other members in it and at the 
same time failing and refusing to give me any specific facts of omis- 
sion or commission that could be followed out and investigated and 
vehemently stating that he did not see why he should have to go before 
the association and ask them for a letter of recommendation. 

Mr. Courtney. Did he have to have a letter of recommendation 
from the association ¢ 

Lieutenant Colonel Smirn. According to the policy that we were 
pursuing at that time and I mean since he was already a member of 
the association, that was in order. 

Mr. Courrnry. You did require it? 

Lieutenant Colonel Smrrn. Yes. 

Mr. Courtney. So that he couldn’t be licensed as a general agent 
until he joined the association ? 

Lieutenant Colonel Smrru. I didn’t say “joined.” Excuse me for 
being abrupt there. 

Mr. Courtney. That’s all right. 

Lieutenant Colonel Smiru. I said ask them for a letter of recom- 
mendation. It had nothing to do with whether he joined or not, but 
he was already, of course, a member at the time and the policy was—— 

Mr. Courtney. Well, whose policy? 

Lieutenant Colonel Smirxu. Of this headquarters, 

Mr. Courtney. That’s you; isn’t it? 

Lieutenant Colonel Smirx. No, it goes beyond my time. 

Mr. Courtney. Is it in writing? 

Lieutenant Colonel Smiriu. Yes, sir. 

Mr. Courtney. Do you have it with you? 

Lieutenant Colonel Smiru. I have it in the form of a letter. 

Mr. CourtyEy. Will you produce it for the record? Do you have a 
copy of it, Colonel ? 

zieutenant Colonel Smrrn. I have. It is included in folder 3, I be- 
lieve, but I think it is pertinent to this hearing to the extent that I 
would like to offer it in evidence as a part of the record. 

Mr. Hess. It will be made a part of the record. 
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(The information referred to is as follows :) 


Exuueir III 


HEADQUARTERS, UNITED STATES ARMY, EUROPE, 
OFFICE OF THE CHIEF OF STAFF, APO 403, 
August 14, 1958. 
EvrROPEAN ASSOCIATION OF LirE UNDERWRITERS, 
Ziel 86, Frankfort/Main, Germany. 

GENTLEMEN: Refevence is made to your letter dated March 5, 1953, outlining 
the organization and purpose of your association and requesting that member- 
ship therein become a prerequisite to engagement in solicitation of commercial 
life insurance in the United States areas of responsibility in Germany. 

At the outset you are to be congratulated for your considerable efforts to in- 
crease the prestige and respect for the business of life insuranec within this 
command, and it is hoped that your association will function in an aggressive 
and forceful manner to insure the conduct of life-insurance solicitation on the 
highest ethical and professional plane. 

Your request has been given serious study and consideration with the resultant 
conclusion that it would be an improper delegation of military command respon- 
sibilities to accede thereto in the exact manner proposed since your association 
has no Official military status. It is believed, however, that this headquarters may 
properly entertain your association’s recommendations concerning prospective 
agent's applications inasmuch as the standards of ethical and professional quali- 
fications set for your members in your constitution and bylaws are considered 
adequate by this headquarters. 

In connection with the foregoing, your attention is invited to the attached 
copy of the recently published circular on commercial life insurance and particu- 
larly to paragraph 8 thereof wherein each general and solicitating agent is re- 
quired to possess, inter alia, “evidence of adequate professional qualifications 
to engage in the sale and service of life insurance.” It is felt that your associa- 
tion can render material assistance to this headquarters concerning this particu- 
lar requirement in the screening of prospective agents according to the standards 
prescribed for your members. Accordingly, for those prospective agents who are 
or seek to become members of your association, and for those other prospective 
agents who voluntarily submit their qualifications for examination thereby, it is 
requested that your association undertake to determine in each case the possession 
of the qualifications required in paragraph 8b (1), (2), and (3) of the attached 
circular. In this connection, you are advised that while the association adheres 
to the standards and principles under which it was organized, membership in the 
association will be deemed prima facie evidence of the possession of adequate 
professional and ethical qualifications. In lieu of such membership, possession 
of these qualifications by prospective agents may be evidenced by a letter from 
the association to the effect that the individual is considered to meet the profes- 
sional and ethical standards required of association members. 

Your cooperation and assistance with respect to this matter will be greatly 
appreciated. 

Very truly yours, 
Epwakp J. O'NEILL, 
Brigadier General, General Staff, 
Deputy Chief of Staff for Administration. 

Mr. Courtney. Which letter is it, Colonel ? 

Lieutenant Colonel Smrru. It is the letter from USAREUR dated 
August 14, 1953. 

Mr. Courrney. It is dated August 14. Let’s stop with that for 
the moment. Dated August 14, 1953, but, Colonel, that letter was 
prior to the effective date of Circular AR 600-101; was it not 

Lieutenant Colonel Smiru. Yes, it was. 

_Mr. Courtney. Well, what application would it have under those 
circumstances ¢ 

_ Lieutenant Colonel Sarr. This is policy with respect to the asso- 
ciation and with respect to the activities that they would carry on. 
Mr. Harpy. That was a policy of this command ? 
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Lieutenant Colonel Smiru. Yes, sir. 

Mr. Hess. Was that a letter dated August 14, 1953, to the European 
Association of Life Underwriters from Headquarters, United States 
Army Europe, Office of the Chief of Staff, and signed by Edward J. 
O'Neill, Brigadier General 

Lieutenant Colonel Smrra. That is correct. 

Mr. Harpy. May I ask just one question ‘ 

Mr. Hess. Yes. 

Mr. Harpy. So that policy then required a recommendation from 
the association before you would grant a license to another general 
agent ¢ 

Lieutenant Colonel Sarru. I would rather get this in the record if 
I might. 

Mr. Harpy. We'll put it in the record but I'm trying to understand 
it. 

Mr. Courtney. Let’s take the pertinent paragraph, Colonel. 

Lieutenant Colonel Smrru. Well, take the third paragraph. 

Mr. Hess. You may read it, Colonel. 

Lieutenant Colonel Smrru. The last sentence of the third para- 
graph: 

It is believed, however, that this headquarters may properly entertain your 
association’s recommendations concerning prospective agents’ applications in- 
asmuch as the standards of ethical and professional qualifications set forth for 
your members in your constitution and bylaws are considered adequate by this 
headquarters. 

Mr. Harpy. Weill, now, you say “properly entertain.” Does that 
mean that you are requiring it of every applicant / 

Lieutenant Colonel Smiru. It would be required of every applicant 
who is willing to voluntarily submit his qualifications to the associa- 
tion for their evaluation. 

Mr. Harpy. Well, now, Colonel, here was a member of the associa- 
tion. Here was a man whose qualifications, of course, should be known 
by the association but you say to him, “Either you get a letter of rec- 
ommendation from the association or we don’t give you any license.” 

Lieutenant Colonel Svrri. I didn’t say that. 

Mr. Harpy. That’s in effect what you testified to, I thought. 

Lieutenant Colonel Smiru. No, I would like to clarify that, if | may 
please. 

Mr. Harpy. I understood it was an order that you felt in keeping 
with your policy. You, in effect, issued to him an order to produce a 
recommendation from the association. Did I misunderstand you? 

Lieutenant Colonel Sarrxa. You didn’t misunderstand me entirely ; 
no, sir. But I would at this time like to go back to the memorandum 
for record pertaining to Mr. Reichstein’s visit to my office in which 
I do cover what I told him at that time. 

Mr. Harpy. Well, the only thing I’m trying to get at is whether or 
not you required that he receive a recommendation from the associa- 
tion 

Lieutenant Colonel Smirn. I urged him to ask the association for a 
recommendation. 

Mr. Harpy. Then you want to modify your original statement that 
it was an order? 
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Lieutenant Colonel Smrrn. I don’t think I ever did give an order. 
I never gave him an order because he wouldn’t be subject to an order in 
the first place. 

Mr. Harpy. Well, then, let’s put it this way. Unless he produced a 
recommendation from the association, you would not issue a license? 

Lieutenant Colonel Smrrx. No, I didn’t say that. 

Mr. Harpy. Well, I’m asking you. 

Lieutenant Colonel Smrru. Let me say that. I will just quote one 
paragraph from this memorandum for record. 

Mr. Reichstein was asked to give whatever evidence he might have or could 
readily obtain in support of his personal conclusions. He offered no evidence 
but insisted that an exception should be made in his case as far as a recom- 
mendation from the association was concerned. 

Mr. Harpy. Wait a minute now. Let’s see what the answer was, 

Lieutenant Colonel Smrru. He was told that membership in the 
association was not mandatory but that this headquarters would ex- 
pect any insurance representative to measure up to the same ethical 
and professional standards as subscribed to by members of the associa- 
tion and that it was felt in this or in any other case no harm would 
be done by approaching the association for a recommendation and 
that he would be expected to seek the recommendation. 

Mr. Harpy. That’s pretty nearly an order, isn’t it? In effect you 
said that you or anybody else is expected to receive a recommenda- 
tion from the association ¢ 

Lieutenant Colonel Smrru. To qualify it further, IT may add this. 
Mr. Reichstein was told that if he was refused a favorable recom- 
mendation, this headquarters would certainly inquire further into 
the matter of determining his qualifications and the propriety of the 
association’s action; meaning the action in refusing his recommenda- 
tion. 

Mr. Harpy. Well, the effect of that seems to me to have virtually 
the effect of saying to the association, “We are going to make you 
the exclusive determining agent as to people that we shall accept or 
reject. We give you a monopoly on the insurance business.” That’s 
about what it says. 

Lieutenant Colonel Smrru. I haven't yet quoted all the letter. 

Mr. Hess. Well, of course, the part that you did quote, Colonel, is 
permissive and not mandatory / 

Lieutenant Colonel Savrru. That is right. 

Mr. Hess. In the letter it is permissive but from the actions taken 
it appears that it was made mandatory that nobody can sell insurance 
in the area unless he actually had the approval of this organization / 

Lieutenant Colonel Smrrx. Well, it amounts to—these words were 
carefully chosen in trying to describe what he was expected to do and 
what our policy was at the time. He wasn’t given an order that he 
will go to the association and seek to get a letter. 

Mr. Hess. No, but there was an inference there? 

Lieutenant Colonel Smrru. He was urged in every reasonable way 
to seek to get a letter; that if he was unsuccessful in getting one, we 
would certainly go further as to why they would be unwilling to give 
him a letter and as to what all the reasons might have been behind 
it to where I should feel, and I don’t think when all the cireum- 
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stances are considered, it could be regarded as unfair treatment or 
unusual or unreasonable treatment. 

Mr. Bray. You have been in the Army many years, I believe‘ 

Lieutenant Colonel Smrru. A number of years. 

Mr. Bray. And you have been told many times that a commander 
can never delegate responsibility. You have heard that many times ¢ 
Lieutenant Colonel Smrrn. Well, I have heard that many times. 

Mr. Bray. Wasn't that in effect what you were doing‘ You were 
delegating a serious responsibility of this command to a civilian group 
or association of underwriters. Wasn't that in effect what you were 
doing ¢ 4 

Lieutenant Colonel Smirn. Well, in effect we were also carrying 
out what was later written in or had at that time been written in the 
present Army regulations. 

Mr. Bray. I believe there was a considerable difference from that. 
Merely consulting and leaving the responsibility to the group is an 
entirely different thing. 

Lieutenant Colonel Smiru. I don’t know what you gentlemen have 
heard, of course, as to what the conditions were over here prior to 
the time this association was organized and prior to the time that it 
was recognized and this letter defining policy was written. If you 
don’t have information like that in the record, I certainly think that 
it would help to clear up this whole concept here regarding this 
policy. 

Mr. Hess. You weren’t here prior to the organization of the asso- 
ciation 

Lieutenant Colonel Smirxu. Not in this headquarters. 

Mr. Courtney. May we proceed, Mr. Chairman ? 

Mr. Hess. Yes, Mr. Courtney. 

Mr. Courrnry. So the record may be clear, the letter of General 
O’Neill which you read was dated August 14, 1953. The effective 
date of the regulations from which I am reading and about which I 
am questioning you is August 24, 1953, or 10 days later than the letter 
in question. Now let’s come down to the second portion of this 
regulation : 

On the notification of the Adjutant General setting forth all the factors upon 
which his decision to ban the agent was based 
that is to be communicated to the Adjutant General. Now, will you 
tell us, one, did you subsequently refuse the application of Reichstein 
and his company for a license to do business in this command ? 

Lieutenant Colonel Smrrn. His company has never been refused. 

Mr. Courtney. Was he refused? 

Lieutenant Colonel Smirn. He was refused. 

Mr. Courtney. What time? 

Lieutenant Colonel Surru. The formal date of that was at the time 
the article appeared in our weekly directive and the date that Mr. 
Carroll—the letter was addressed to him. I believe it was the latter 
part of September. I am searching now to—— 

Mr. Courtney. How long after the conversation which you had 
with Mr. Ashley concerning his differences with Mr. Reichstein and 
his purpose to get him out of Europe? How long after that did you 
issue the ban or refuse the license to Reichstein to do insurance busi- 
ness in this territory? 
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Lieutenant Colonel Smirn. Approximately 2 months. 

Mr. Courrney. About 2 months. Now, will you tell the commit- 
tee what you advised the Adjutant General were the factors upon 
which your decision to ban this agent was based in accordance with 
the Army regulations? : 

Lieutenant Colonel Smrru. Yes, sir; in folder No. 3, the second item. 

Mr. Courtney. Folder 3, the second item ? 

Lieutenant Colonel Smirn. The two instances—actually, para- 
graph four constitutes the principal reason 

Mr. Hess. Just a minute, Colonel. Is that the letter under date 
of November 23, 1954? 

Lieutenant Colonel Smrru. That is correct. 

Mr. Hess. “Banning of Insurance Agent,” it is headed. 

Mr. Courrney. That was a month after you banned him, wasn’t it, 
Colonel? 

Lieutenant Colonel Smirn. At the time the letter was dispatched ; 
yes. 
~ Mr, Courtney. And that was after the article appeared in Argosy 
magazine ¢ 

Lieutenant Colonel Smrra. It may have been. 

Mr. Courtney. The article with respect to your conduct within 
this matter appeared in a magazine that was written and published in 
November ? 

Lieutenant Colonel Smrrn. That is correct. 

Mr. Courrney. Two weeks after our hearing in Cincinnati ? 

Lieutenant Colonel Samira. I don’t know what time the magazine 
was distributed over here, but it was the November issue. 

Mr. Courtney. And our hearings in Cincinnati were November 9, 
1954. This date to which you are making reference is November 23. 

Lieutenant Colonel Smrrn. That is the date it was dispatched from 
this headquarters. The letter had been written sometime prior to that, 

Mr. Courrney. Tell us what you advised the Adjutant General as 
to your conduct in this matter in accordance with section 5, Army 
Regulations 600-101, 

Lieutenant Colonel Sarry. That is all covered in paragraphs 3, 4, 
and 5 of the letter to the Department of the Army. 

Mr. Courtney. Dated November 23, 1954? 

Lieutenant Colonel Smiru. Yes. 

Mr. Courrney. At which time the action was effective ? 

Lieutenant Colonel Smrru. No; the action had been effected prior 
to that time. 

Mr. Courrnry. Had been effected what time? 

Lieutenant Colonel Smrru. In the latter part of September. 

Mr. Courtney. What date? 

Lieutenant Colonel Smrru. It was on or about the 29th of Septem- 
ber 1954. 

Mr. Courrney. That he was banned? 

Lieutenant Colonel Smrrn. On or about that date. It may have 
been a week prior. That was the date of the letter—the date of dis- 
patch of the letter to Mr. Carroll stating 

Mr. Courrney. How did you advise Reichstein that he had been 
banned ¢ 
Lieutenant Colonel Smrru. By letter to his attorney, Mr. Carroll. 
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Mr. Courtney. Did you advise him personally ¢ 

Lieutenant Colonel Smiru. Only through his attorney. 

Mr. Courrney. Now, let me come to the second part of these regu- 
lations. 

When such action is appropriate— 
and this refers again and is taken from paragraph 5— 

a statement of intended action will be furnished by the Department of the Army 
to the Department of Defense, to the other military departments, to the agent 
in question, to the company for whom the agent was authorized to solicit, and 
to the insurance commissioner or other parallel official of the State in which 
the company is located. 

Refer to your notes and tell us what you did in that respect. 

Lieutenant Colonel Smiru. That does not pertain to this command. 
That is action where the Department of the Army may be considering 
banning him throughout all Army installations. 

Mr. Courrney. Is that your interpretation of it? 

Lieutenant Colonel Smirn. That is my interpretation of it. 

Mr. Covurrney. You give no notification of your intended action ? 

Lieutenant Colonel Smiru. The intended action was given to his 
attorney, Mr. Carroll. 

Mr. Courrney. When? 

Lieutenant Colonel Surrnu. By a private letter, folder No. 2. 

Mr. Hess. Is that the letter signed by Captain Burch? 

Lieutenant Colonel Smrru. It may be. He signed a good many. 

Mr. Hess. Under date of September 29 ¢ 

Lieutenant Colonel Smrru. No, that’s the last one. It is the one 
prior tothat. I believe it would be in item 22. " 

Mr. Hess. It couldn’t be the letter from Colonel Van Sickler, could 
it, to Mr. Carroll under date of August 17? 

Lieutenant Colonel Smrri. It could be that one. 

Mr. Courrney. Well, the last paragraph of that says that— 

Until such information can be obtained and evaluated, no final determination 
can be made in his case. 
and that is the 17th of August 1954. 

Lieutenant Colonel Sarru. In the last part of that paragraph: 
However, it appears that if certain allegations regarding his business and pro- 
fessional ethics and other derogatory matters now being investigated are true, 
Mr. Reichstein will not only be denied authorization to engage in the sale and 
service of life insurance as a general agent, but will have his present authoriza- 
tion as a soliciting agent revoked. 

That is the letter dated August 17 to Mr. Carroll. 

Mr. Courtney. That is an action on the part of your office? 

Lieutenant Colonel Smirn. Yes. 

Mr. Courtney. And that is August 17, 1954/ 

Lieutenant Colonel Smiru. (No response. ) 

Mr. Courtney. Let’s come back now and find out what you said as 
a part of your official action here in this matter, setting forth all the 
factors upon which your decision to ban the agent was based. Will 
you refer to your records and give us a statement in conformity with 
that regulation / 

Lieutenant Colonel Smirn. Well, as T undertook to explain a mo- 
ment ago, during the occasion of Reichstein’s two visits to my office 
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I wasn’t the only one present. Colonel Richards was next door at least 
on one of those occasions. It should have been apparent to him then 
that, although I didn’t say “You are not going to be recognized,” but 
the fact that I was talking to him along the lines of having to have 
more evidence as to his qualifications before we could give considera- 
tion to this matter and asking him to produce evidence from some 
source showing that he would be qualified as a general agent. The 
first visit in which I strongly urged him to go to the association for a 
letter. 

Mr. Courrney. Colonel, the only question pending before you is 
this: What were the factors upon which you ened your decision to 
ban this agent ? 

Lieutenant Colonel Smirn. The results of the report from the Air 
Force. 

Mr. Courrney. That had to do with slot machines? 

Lieutenant Colonel Smirx. Yes. 

Mr. Courtney. And that is in this official record, is it not 

Lieutenant Colonel Smrru. What? 

Mr. Courtney. That is a part of these folders? 

Lieutenant Colonel Smiru. Yes. 

Mr. Courtney. What have slot machines got to do with insurance ? 

Lieutenant Colonel Smrrn. It has a great deal to do with the char- 
acter of the man, I feel, and to whether or not you are going to take 
him on as a person responsible m representing a life-insurance com- 
pany overseas. 

Mr. Courtney. Is Mr. O’Haire licensed in this command? 

Lieutenant Colonel Smirx. No. 

Mr. Courtney.* He is not? 

Lieutenant. Colonel Smrrxn. Not as a general agent; no. Not a 
licensed agent. 

Mr. Courtney. He is not? 

Lieutenant Colonel Smrru. No. 

Mr. Courtney. Has he ever been ¢ 

Lieutenant Colonel Smrru. Not to my knowledge. 

Mr. Courtney. Have any of the companies in which he has been 
interested been licensed ? 

Lieutenant Colonel Smiru. All the companies that are doing busi- 
ness over here are licensed. 

Mr. Courtney. I’m talking about companies in which O’Haire is 
interested. 

Lieutenant Colonel Smrrn. Yes. 

Mr. Courrnry. Do you think slot-machine sales have something to 
do with the sale of insurance? . 

Lieutenant Colonel Smiru. Not at all. The matter of investigation 
had to do with the character and reputation, and not slot machines. 

Mr. Courtney. What was it? That’s what we want to know. On 
what did you base your decision ? 

Lieutenant Colonel Smrra. The fact that I was dealing with a com- 
pletely irresponsible individual. 

Mr. Courtney. How would he become irresponsible at this point? 
You never had a complaint against him ? 

Lieutenant Colonel Smitu. I don’t know how he would become 
irresponsible. All I know is how he appeared to be to me with regard 
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to a man of sound judgment and discretion, integrity, and mental 
balance. 

Mr. Courrney. Well, up until the time he left the association he 
was responsible, in your opinion; he was technically qualified to solicit 
insurance, and there was nothing before you, acc ording to your state- 
ment here today, to cause you to ban him. Now, then, you had this 
conversation with Mr. Ashley in which Ashley told you that he wanted 
this man out of Europe, and then follows this investigation into the 
slot-machine business, and you decided that this agent is no longer 
qualified to remain on what grounds / 

Lieutenant Colonel Smrrxa. Well, on the grounds of being a person 
without the commonsense, judgment, and character to represent a 
life-insurance company in this command and carry on its affairs. 

Mr. Courtney. Because he did not belong to the association ? 

lieutenant Colonel Smirn. Not at all. 

Mr. Courtney. Because the association would not vouch for him as 
you requested / 

Lieutenant Colonel Smrra. Not at all. As a matter of fact, the 
association did vouch for him. 

Mr. Courrney. At one time? 

Lieutenant Colonel Smirn. At this time. 

Mr. Courtney. A]l right, now, coming down to the point, what were 
the factors upon which your decision was based in accordance with 
the regulations / 

Lieutenant Colonel Smrrx. There are no direct factors of violations 
that were developed as far as the solicitation of life insurance is con- 
cerned. There are none reported to the Department of the Army. 
None were brought to my attention. I daresay that if Mr. Reichstein 
had continued on as a soliciting agent, had not sought to be recognized 
as a general agent and had not started, you might say, “further inquiry 
into his qualifications,” he would still be selling life insurance over 
here today. 

Mr. Courtney. Well, now, what happened / 

Lieutenant Colonel Surrx. I just found out that he was an indi- 
vidual that we couldn't afford to tolerate over here as a general agent. 

Mr. Courtney. Why? 

Lieutenant Colonel Smrrn. Because, he appeared to be unbalanced 
mentally. 

Mr. Courrney. But he had been here for a year / 

Lieutenant Colonel Smiru. He certainly had not used judgment 
and discretion in the manner in which he tried to handle his applica- 
tion here to be recognized. 

Mr. Courrney. You mean he had not been a member of the associa- 
tion when he presented his application 4 

Lieutenant Colonel Smrrx. I would rather leave the association out 
because in my mind that had nothing to do with the matter of his hav- 
ing qualifications or not. 

Mr. Courrney. But you were urging him to get a letter from the 
association. How can you leave it out of your 


Lieutenant Colonel Sarru. I did because the association was organ- 
ized just for the purpose of giving such information. 

Mr. Courrnry. Without any further digression, state to the com- 
mittee what were the factors. You can very succinctly state that I 
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believe. What were the factors in accordance with the Army regula- 
tions upon which you issued this ban? ; 

Lieutenant Colonel Smrru. May I refresh my memory a little on the 
regulation here ? 

Mr. Covurrney. Yes, sir. The top of the page, third and fourth 
line. 

Lieutenant Colonel Smrrx. With respect to the banning of Mr. 
Reichstein, that was based upon, you might say, the general provision 
that it was not regarded in the best interests of the military service for 
him to continue in the life-insurance business. 

Mr. Courrnry. What was it? 

Lieutenant Colonel SmirH. Based upon all of the acts and attitudes 
that he had manifested up to that time. 
Mr. Courrney. Based on attitude / 
Lieutenant Colonel Smiru. Partly. 

Mr. Courtney. How much ? 

Lieutenant Colonel Smirn. Well, to say percentagewise, I don’t 
know. It certainly influenced the decisions. 

Mr. Courtney. You had no violations here. You have no repri- 
mands. You have no complaints. Now what else do you have? 

Lieutenant Colonel SmrrH. We have very derogatory matter so far 
as his reputation is concerned, his character, and his ability. 

Mr. Courrney. From what source 

Lieutenant Colonel Smrrn, From his own general agent. 

Mr. Courtney. Who at that time had severed his business relations ? 

Lieutenant Colonel Smrru. From military police records and re- 
ports. 

Mr. Courrney. What are those / 

Lieutenant Colonel Smrrn. And from this Air Force report that I 
referred to. 

Mr. Courrney. They are all in this file, are they not ? 

_ Lieutenant Colonel Smiru. I don’t believe the military police report 
is. 

Mr. Courtney. Can you supply it? 

Lieutenant Colonel Smirn. Yes, we can. That was to come through 
another witness. 

Mr. Courrney. Well, that’s all right. Supply it. 

Lieutenant Colonel Smrru. We have a copy in our files here. 

Mr. Courrnry. Anything else on which you based your action? 

Lieutenant Colonel Smirn. I don’t recall anything specific. 

Mr. Harpy. May I inquire about this. I understand that your ac- 
tion was based in nha on military police reports and in part on a re- 
port from the Air Force. How did it happen that this report from the 
Air Force just came to your attention ? 

Lieutenant Colonel Smrru. I heard from some source, I can’t recall 
for sure, that he had been involved in a slot machine deal with the 
Air Force that had caused considerable trouble and an IG investiga- 
tion. I called Major Hacker, the insurance action officer of the tr 
Force at Wiesbaden, and asked her if she had heard or had any in- 
formation pertaining to such a report. Right at that moment or 
whether she called me back or not, at any rate she did reply and I 
have a memorandum for record on that conversation stating that he 
had been involved with a deal there where he was seeking to cast 
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aspersions and making many derogatory remarks, insinuations and 
so forth regarding a Colonel Marshall of the Air Force and that the 
1G had investigated the matter, the Air Force IG; that as a result of 
that investigation, they would have nothing further to do with Mr. 
Reichstein whether we did or not. 

Mr. Harpy. Did you get a written report from the Air Force? 

Lieutenant Colonel SmirnH. Yes. 

Mr. Harpy. So may we have a copy of the written report frem the 
Air Force on that matter ? 

Lieutenant Colonel Smirn. Yes. 

Mr. Harpy. I haven’t seen that report but did that report discuss 
any of Mr. Reichstein’s associates in the slot machine business ? 

Lieutenant Colonel Smirn. To some extent it did. 

Mr. Harpy. Now, with respect to the military police reports, how 
did it happen—in point of time—when did Mr. Reichstein get into 
trouble with the military police as related to this particular time? 

Lieutenant Colonel Smiru. Some time prior. 

Mr. Harpy. Was it while he was still soliciting? 

Lieutenant Colonel Smiru. Yes. 

Mr. Harpy. Still authorized to solicit ? 

Lieutenant Colonel Smirn. Yes. 

Mr. Harpy. Did you ever attempt to revoke his license on that in- 
formation ? 

Lieutenant Colonel Smrru. I didn’t attempt to at that time until I 
started these inquiries into his background and other things pertain- 
ing to his qualifications. 

Mr. Harpy. There is no way in any normal course of events that 
information would come to your attention except by inquiry originat- 
ing from you? 

Lieutenant Colonel Smrru. No, because it was handled by the Ger- 
man authorities, and they would not be compelled to make any report 
to us, 

Mr. Harpy. Strictly by the German authorities and not by military 
police ¢ 

Lieutenant Colonel Smrru. That’s correct. 

Mr. Courrney. Then your statement is in error. Do you want to 
correct it? 

Lieutenant Colonel SmirH. I got the information through our mili- 
tary police. They in turn got it from the Germans. 

Mr. Courtney. Colonel, prior to the time you assumed these duties, 
have you ever had any experience in the insurance business? 

Lieutenant Colonel SmrirH. No. 

Mr. Courrney. None whatsoever ? 

Lieutenant Colonel Smirn. None prior to this except as a policy- 
holder and as a little bit in the legal business. 

Mr. Courtney. By the way, your superior, Colonel Richards, has 
testified as to the procedure for licensing companies. The action, 
however, as I understand it is with you / 

Lieutenant Colonel Smrrnu. Yes. 

Mr. Courtney. Now, after you have once licensed a company to do 
business, do you ever make any further inquiry as to the finanacial 
status of the company ? 

Lieutenant Colonel Smrru. We have; yes. 
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Mr. Courtney. Well, do you as a matter of procedure investigate 
the financial conditions of the companies that are licensed in this 
command from time to time? 

Lieutenant Colonel Smrru. We do at any time any situation may 
arise that we think it is warranted. Now, we have in the past—this 
past year—made inquiry with the State insurance commissioner of 
Texas. Also the Department of the Army in Washington. 

Mr. Courtney. That was after the article appeared after Stern 
interviewed you? 

Lieutenant Colonel Smirn. Yes. 

Mr. Courrney. Up to that time you had taken no action ? 

Lieutenant Colonel Smirnu. May T say this; that at the time the 
companies are licensed, we have a financial statement from the 
company. 

Mr. Courtney. We understand that from Colonel Richards. 

Lieutenant Colonel Smrrn. No. Prior to the time that Stern had 
the interview, we had not asked the insurance commissioner of Texas 
for any information. 

Mr. Harpy. When you receive these financial statements from the 
company, what do you do with them ? 

Lieutenant Colonel Smrrn. Look at them and put them in our files. 

Mr. Harpy. What kind of evaluation do you make of it / 

Lieutenant Colonel Smiru. Actually, there is relatively little evalu- 
ation made. The evaluation goes along the lines of determining 
whether or not they have a reassurance agreement if it is a company 
of less than 2 years and of a limited capital size and the assets. 

Mr. Harpy. Before we get to the question of a company less than 
2 years old, if a company had only $10,000 of paid-in capital and 
showed assets of $200,000 because of revaluation of some real-estate 
assets, would you know it ? 

Lieutenant Colonel Ordinarily wouldn't know it from its 
financial statement alone. 

Mr. Harpy. Did you make any comparison of its current financial 
statement with the financial statement of prior years / 

Lieutenant Colonel Surri. Oh, yes. We will get 

Mr. Harpy. Well, have you in the past ¢ is what I’m getting at. 

Lieutenant Colonel Smrrn. Yes; from one vear to the other. This 
recognition of insurance companies over here is still a relatively new 
thing under any new regulations where all these documents have been 
received and so forth. It has only been a little over a year since that 
has been in effect. 

Mr. Harpy. Actually, about all you do to a financial statement is 
look at it and see whether it shows they have got pretty good assets, 
pretty good net worth, and if they have a reassurance arrangement, 
then you go ahead. 

Lieutenant Colonel Smrrn. And if their policies meet the require- 
ments of the regulation as to reserve requirements and if the com- 
pany is duly chartered in the State from which it originates. 

Mr. Courrney. The State of its home office ? 

Lieutenant Colonel Smirn. Yes. 

Mr. Courtney. In other words, if the State of charter qualifies the 
company, do you stop there? 
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Lieutenant Colonel Sarr. I don’t want to be repetitious here and 
go back on these things. Actually, what I satisfy myself is that 
it is chartered by the State in which its home office is located. If it 
is a small, young company less than 2 years old, that it has a reinsur- 
ance agreement with an older more substantial company; that its 
financial statement is with the papers; that its policies to be offered 
for sale are with the papers, and I examine the policies to determine 
whether or not they include the matter required by the regulation. 

Mr. Courtney. Colonel, supposing a company’s financial state- 
ment or operating statement for the year or for a number of years 
indicates a substantial drop between written business and continuing 
business, what would you say as to the propriety of continuing the 
license of such a company ¢ 

Lieutenant Colonel Smrru. I would say it would raise a question 
as to whether it should be continued or not. 

Mr. Courtney. What affirmative action would you take / 

Lieutenant Colonel Smiru. This might be self-serving for me to 
say it now but 1 would write to the insurance commissioner and to 
the company itself, maybe to the Best Reporting Agency, if that’s 
where I had gotten the information, to find out more about it. 

Mr, Courtney. Well, now, supposing it is a fact that a company— 
just make the assumption now as a hypothesis—that a substantial 
number of lapses occurs in each year of a company’s business and 
that company is licensed to do business in this territory, what action 
would you take? What action would you consider appropriate 

Lieutenant Colonel Smirn. Under the regulations, the appropriate 
action, if my suspicions were confirmed that there was something 
going wrong, would be to report the matter to the Department of the 
Army. 

Mr. Courtney. Do you consider that as something going wrong, a 
number of lapses ¢ 

Lieutenant Colonel Smirn. Yes. 

Mr. Courtney. That’s a significant factor / 

Lieutenant Colonel Smrru. That’s a significant factor in either the 
management of the company or to show how it’s doing its business. 

Mr. Hess. You wouldn't discuss it with the European Association of 
Life Underwriters ¢ 

Lieutenant Colonel Smirn. Not necessarily. I might if I thought 
they had any information to offer. 

Mr. Courtney. You have not reviewed any of the companies now 
licensed in this command, their operating or financial statements, to 
determine whether or not a factor of that kind, lapses in large numbers, 
has occurred since any of these companies have been licensed 4 

Lieutenant Colonel Smrru. Yes, as 1 mentioned a little while ago. 

Mr. Courrney. Which ones ¢ 

Lieutenant Colonel Smiru. The letter 

Mr. Courtney. The letter to the insurance commissioner # 

Lieutenant Colonel Smirn. Yes. 

Mr. Courrnry. That was after this inquiry was started ? 

Lieutenant Colonel Smrru. Yes. That’s item 11 in folder 5. 

Mr. Courtney. Now, anything else in your opinion ¢ 

Lieutenant Colonel Smrru. And also a letter to the Department of 
the Army which is item 12 in folder 5. 
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_ Mr. Covrrney. That's all before us. Anything else that you think 
In your opinion having action responsibility in matters of this kind, 
licensing of companies and agents, that in your opinion ought to be 
considered ? 

Lieutenant Colonel Smrru. You mean besides what the regulations 
require? Well, personally, I have felt that we should be a little more 
careful in licensing the young untried companies even though they 
do have reinsurance agreements. 

Mr. Courtney. Now, at one time, Colonel, the Service Life Insur- 
ance Co, of Texas was licensed in this community. Its license was 
revoked and it has since been reinstated. Will you tell the committee 
the circumstances under which it has purged itself ? 

Lieutenant Colonel Sarrn. I can only give you that from hearsay. 
No actual personal knowledge. 

Mr. Courtney. Well, if it is not within your personal knowledge, 
let us pass that. The action that you took, is that in the folder ? 

Lieutenant Colonel Smirn. Yes, that is in folder 5; item 4. 

Mr. Courtney. Now, since that ban and since the reinstatement of 
that company 

Lieutenant Colonel Smiru. May I correct it? Regarding the ban 
in item 7; my notes are a little hazy but it is either 8 or 9 that has to 
do with it. 

Mr. Courtney. Well, it isin the folder. That, however, is not your 
personal action responsibility. Now, since you were made aware of 
that ban, have you done anything, taken any affirmative action to 
review the position of this company so far as its qualifications are 
concerned 

Lieutenant Colonel Sairu. Well, the reason the company is banned, 
as I understand it, is not because of its financial insecurity or failure 
to pay claims but because the acts of an individual who was repre- 
senting over here as the general agent. 

Mr. Courtney. What individual was that ? 

Lieutenant Colonel Smrru. Mr. Stern. 

Mr. Courtney. Not the Stern that wrote the article? 

Lieutenant Colonel Smrru. No, it was a 

Mr. Courrney. Is he licensed in this territory now? 

Lieutenant Colonel Smrru. No, he is not. 

Mr. Courtney. How long since he has been here ? 

Lieutenant Colonel Smiru. He has not been here since he was banned 
at that time and he was fired by the company. 

Mr. Courtney. Now, with respect to the reinsurance provisions, will 
you tell the committee what consideration you give to reinsurance ? 

Lieutenant Colonel Smrru. We require evidence of reinsurance. In 
a few of our cases, we have the complete contract of reinsurance. 
However, in the most of them the evidence consists of, you might say, 
a brief of the matter and I think I am correct in saying that every 
company over here is actually reinsured, even the older ones. 

Mr. Courtney. What consideration do you give or what investi- 
gation do you make of the companies who are the reinsurers as to 
their financial responsibility 

Lieutenant Colonel Smrru. We actually make no formal investi- 
gation of that. 
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Mr. Courrnry. So you accept the fact of reinsurance without any 
investigation of the financial ability of the reinsuring company ; is that 
correct ¢ 

Lieutenant Colonel Smirn. No. We do have our Best book—that is 
my copy I believe in front of you, that we use. 

Mr. Courrnry. Do you have the 19544 

Lieutenant Colonel Smiru. That is the 1954 copy. 

Mr. Courtney. This is a little fresh, Colonel. Do you have one of 
the older ones ¢ 

Lieutenant Colonel Smiru. No, I have not. We have some of the 
older researches—not Best—but some of the older ones that we did use 
and I am stating we really dont make any formal check or inquiry 
on it. 

Mr. Courtney. In other words, if a company assures you or fur- 
nishes you with evidence that it is reinsuring its policies, you make no 
inquiry with respect to the status, financial or otherwise, of the com- 
pany doing the reinsuring / 

Lieutenant Colonel Smrru. No more than the financial statement 
of that company. 

Mr. Courtney. Do you get the financial statement of the company 
doing the reinsuring ¢ 

Lieutenant Colonel Smiru. Yes. 

Mr. Courtney. Do you make any investigation of it to consider 
whether or ot it can carry the load? 

Lieutenant Colonel Smiru. No, no more than we would any com- 
pany that is coming over that is over 2 years old coming over to be 
recognized itself. 

Mr. Courtney. And in only two instances I think you said that 
you have the actual reinsurance contracts. 

Lieutenant Colonel Smrru. I don’t recall how many but we do have 
evidence of it in all cases. 

Mr. Courtney. Well, anyway, it is few in comparison with the total 
number of companies licensed in this command; is that right? 

Lieutenant Colonel Smrru. Where we have the complete contract ; 
that is right. 

Mr. Courtney. And the rest you merely have the statement of rein- 
surance ¢ 

Lieutenant Colonel Smrru. And I recall it is a certificate from the 
insurance commissioner regarding the imsurance agreement. 

Mr. Courtney. I think we can pass the Colonel. 

Mr. Hess. Unless you have some statement you want to make, 
Colonel. 

Lieutenant Colonel Surru. Well, there seems to be some doubt in the 
committee’s mind on Reichstein. I don’t know whether I have satis- 
tied you on that that he is what I say he is. 

Mr. Minter. What kind of an insurance producer was he, Colonel / 

Lieutenant Colonel Smrru. Well, I don’t know personally but I 
heard that he was a very good one and I would agree if someone told 
me. I would be inclined to agree. 

Mr. Miuier. These agents would like to have him as a solicitor but 
they didn’t want to have him in competition as a general agent; is 
that it? 

Lieutenant Colonel Smirn. Well, I would hesitate to say that. 
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Mr. Miniter. He was a good producer ? 

Lieutenant Colonel Smiru. I don’t think that the insurance people 
over here are quite that vicious with one another. That is, those who 
are here now. 

Mr. Mitter. Well, that would be straining now ¢ 

Lieutenant Colonel Smrru. I said “quite that vicious.” 

Mr. Miuier. If we just accept it on the same basis as it is in other 
places. 

Lieutenant Colonel Smiru. I don’t know how many witnesses the 
committee plans hearing. My sympathies were with Mr. Reichstein a 
long way through this thing and perhaps one reason I didn’t break the 
thing off much sooner than we did was through a feeling we didn’t 
want to jump off the deep end with this man, take his bread and butter 
away, and went along until he had definitely convinced everyone con- 
cerned that he was no good. 

Mr. Hess. Thank you very much, Colonel. I think we will take a 
5-minute recess. 

The committee recessed at 1615 hours and reconvened at 1620 hours. 

Mr. Hess. The committee will come to order. 

Capt. R. L. Burch, United States Army, was called as a witness, 
was duly sworn, and testtfied as follows: 


TESTIMONY OF CAPT. R. L. BURCH 


Mr. Courrney. Captain, how long have you been in this command ? 
Captain Burcu. I have been in this command since April of 1953. 
Mr. Courtney. 1953, and your duties in general are? 

Captain Burcu. My duties are one of the Assistant Adjutant Gen- 
erals. 

Mr. Courrney. With respect to the matter of discipline, licensing 
and actions with respect to agents and companies soliciting and selling 
commercial life insurance in this territory, what are your duties? 

Captain Burcu. I authenticate for the command the majority of 
that type of correspondence. 

Mr. Courtney. Do you initiate action in your own responsibility ¢ 

Captain Burcu. No, sir; I do not. 

Mr. Courrney. Do you do it by direction ? 

Captain Burcu. As one of the Assistant Adjutant Generals, I au- 
thenticate approximately 800 to a thousand pieces of correspondence 
a week. All of that correspondence is generated from various staff 
divisions or prepared from one of the adjutant’s signature. 

Mr. Courtney. I am going to show you the photostat of a letter 
which bears your signature and which will be marked as exhibit 2. 
Please hold it in your hand. Read it and familiarize yourself with 
its contents. 

Captain Burcu. Yes, sir. 

Mr. Courrney. Are you familiar with that letter? 

Captain Burcu. I am familiar with the signature on the letter. 

Mr. Courrney. Are you familiar with the letter and its contents? 

Captain Burcu. How do you mean “familiar,” sir? 

Mr. Courtney. Did you write the letter, sir? 

Captain Burcu. No, sir; I did not write the letter. 

Mr. Courtney. Did you sign the letter? 
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Captain Burcn. I did sign the letter. 

Mr. Courtney. Are you responsible for its contents? 

Captain Burcu. No, sir. 

Mr. Courtney. Who is responsible for its contents ¢ 

Captain Burcu. The division preparing the correspondence. When 
I say “preparing.” I mean writing it or having it typed up. 

Mr. Courtney. Who was that? Who specifically. now ¢ 

Captain Burcu. In this particular case I note by the file number in 
the upper lefthand corner that this piece of correspondence was pre- 
pared in the G—1 Division. 

Mr. Courrney. That is Colonel Richards and Colonel Smith? 

Captain Buren. Yes, sir; if it came from that office. 

Mr. Courtney. Came from the Discipline Divisien ¢ 

Captain Buren. Right. 

Mr. Courrney. And you signed it after it was submitted to you? 

Captain Burcu. Yes, sir. 

Mr. Courrney. And in that respect you know the letter and its 
contents / 

Captain Buren. Right, sir. 

Mr. Courrney. And on your responsibility do you forward those 
letters for transmittal to the addressees / 

Captain Burcu. Yes, sir; I do. 

Mr. Courrney. Do you have any action control over the sending or 
the refusal to send letters similar to the one vou have in your hand ? 

Captain Burcu. No, sir: unless the piece of correspondence would 
have come over without a releasing officer’s signature. Then my shop 
would have been required to send it back to the division to have it 
released by one of the staff officers in G—1. 

Mr. Courtney. In other words, when the letter in its original form 
came to you, it had been authenticated by the responsible officers in 
Gi-1? 

Captain Burcu. The records copy. 

Mr. Courrney. The records copy ‘ 

Captain Buren. Right, sir. 

Mr. Courrney. And thereafter you authenticated it and sent it for- 
ward ¢ 

Captain Burcu. Right, sir. 

Mr. CourrNey. You notice in the letter before you there is a dele- 
tion, Captain / 

Captain Burcu. Yes, sir. 

Mr. Courtney. A pencil line or an ink line is drawn through a por- 
tion of a sentence of the second paragraph, 1 believe it is. Is that 
correct 

Captain Burcu. That is correct, sir. 

Mr. Courtney. Did you advise the addressee of that letter or any 
other person who might be concerned with it concerning the deletion ? 

Captain Burcu. No, sir; I did not. 

Mr. Courtney. Did you have any conversation or did you communi- 
cate in any respect concerning the deletion ¢ 

Captain Burcu. No, sir; I did not. 

Mr. Courtney. Do your files, and would you please check them, 
show that another letter containing the same contents as the letter 
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that you have in your hand but containing a deletion was forwarded 
this headquarters / 
Captain Burcu. Will you repeat that question, please / 

Mr. Courtney. Will you examine your files and ascertain whether 
or not. subsequent to the date of that letter that you hold in your hand, 
another letter was dispatched through your “shop,” as you call it, con- 
taining a deletion of the words that are deleted from the letter in 
your hand? 

Captain Burcu. The only files that we have are in the Adjutant 
General's central records and a copy of this letter should be filed in 
that section. 

Mr. Courtney. Will you examine your files for that purpose / 

Captain Burcu. My files are—the files are in the Adjutant General 
Division. 


Mr. Courtney. Where? 
Captain Buren. In Building B. 
Mr. Courtney. Well, will you examine them to see whether or not 


there is another letter with a deletion in it that went out from this 
headquarters / 

Captain Burcu. Right now, sir? 

Mr. Courrney. When we have a recess over the evening. 

Captain Burcu. I see. 

Mr. Courrnry. Then you have no knowledge of any telephone call 
or any communication advising that a deletion should be made? 

Captain Burcu. No, sir. 

Mr. Courtney. Will you make inquiry as to anyone in your com- 
mand setup, whether they made any such telephone call / 

Captain Burcu. I can but I am almost positive that they didn’t 
because in view of my authentication, it would have come to my 
attention, 

Mr. CourrNnry. Then you have no knowledge of the deletion / 

Captain Burcu. No, sir; I do not. 

Mr. Courtney. And so far as you know, no one in your shop. Will 
you make inquiry over the evening? 

Captain Burcu. I will, sir. 

Mr. Courtney. Now, for the moment, Mr. Chairman, the letter has 
not been introduced as a part of the record until we have further 
authentication. 

Mr. Harpy. Mr. Chairman, may I ask the captain a question ? 

Captain, do your files show, the files in the Adjutant General’s office, 
what officer authenticated the original of that letter? 

Captain Burcu. Do you mean the records copy, sir? 

Mr. Harpy. That’s right. 

Captain Burcu. Yes, they would. 

Mr. Harpy. I believe the committee would want to know that. 

Mr. Courtney. Yes: when you come back we would want to see your 
original files which would show the authentication and responsibility 
for the letter for which you certified. 

Captain Burcu. I will bring the file copy of the letter if that would 
be permissible. 

Mr. Courtney. The file copy so you can tell the committee or advise 
the staff who would have the action responsibility for the letter and 
its contents. 
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Captain Burcu. Yes, sir. 

Mr. Courrney. That’s all with this witness then, Mr. Chairman. 
I won't introduce the letter at this time. 

Mr. Hess. That will be all at this time, Captain, if you will get that 
information and return tomorrow. 

Captain Burcu. Yes, sir; I will. 

Mr. Courtney. You communicate it with us this evening if you get 
a chance ? 

Captain Burcu. I will, sir. 

Mr. Courrney. I think we have Mr. O’Haire now. 

(Walter W. O’Haire was called as a witness, and was duly sworn. 


TESTIMONY OF WALTER W. 0’HAIRE 


Mr. Courrney. Your residence, Mr. O’Haire, and your nationality 
and your profession / 

Mr. O’Harre. My residence is No. 9 Nafus Street, Pittston, Pa. 
Iam a citizen of the United States. 

Mr. Courtney. Your residence in Germany ? 

Mr. O’Haire. Frankfurt/Main, Wittelsbacher Allee 17. 

Mr. Courtney. Your business in Germany / 

Mr. O'Hare. Lam an attorney at law. 

Mr. Courrney. Do you have any business association ? 

Mr. O’ Haire. No; that is my only business here. 

I would like, if 1 may—I have a statement which I prepared. 

Mr. Courrney. One moment, please, Mr. O’Haire. Mr. O’Haire, 
you are familiar with the rules and regulations of the subcommittee ? 

Mr. O’Hatre. Yes, I believe so. 

Mr. Courtney. Are you familiar also with your constitutional 
rights and the right to counsel ? 

Mr. O’Haire. Yes, I am. 

Mr. Courrney. And you are now prepared to testify under oath 
concerning the matters investigated by this subcommittee / 

Mr. O’Hatre. I am. 

Mr. Courrney. I believe you are the same Mr. O’Haire who cabled 
the committee requesting an opportunity to be heard by it? 

Mr. O’Haire. I am. 

Mr. Courtney. Now, you have the prepared statement ? 

Mr. O’Haire. Yes. 

Mr. Hess. Do you want to read the statement, Mr. O’Haire ? 

Mr. O’Haire. If I may. 

Mr. Courtney. Mr. O’Haire, I have to communicate to you that 
matters of hearsay, conclusions, and opinions are not testimony, as | 
am sure you are aware. So if we should strike such spots in the state- 
ments, we would be obliged to advise you on that. 

Mr. Hess. I think for the present time, Mr. O’Haire, that we will 
insert your statement in full in the record and you may proceed to 
explain the statement or make any other statement that you care to 
make at this time. 

Mr. O’Harre. Well, it isn’t too lengthy. 

Mr. Hess. It is quite long. It is 9 legal-size pages. 

Mr. Courtney. Mr. Chairman, may I suggest that the first 3 or 4 
paragraphs deal with Mr. O’Haire’s—newspaper quotations having to 
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do with O’Haire’s failure to appear before the committee. Mr. Chair- 
man, We have a communication from Mr. O’Haire volunteering to 
appear and Mr. O’Haire has been advised that the committee would be 
here at the time and would hear him, so there is no question, I take it, 
on that subject. 

Mr. Hess. All right. Let’s go ahead. Proceed, Mr. O’ Haire. 

Mr. O’Harre. Thank you. I think it is in order for me to first iden- 
tify myself. My name is Walter W. O'Haire, a citizen of the United 
States, formerly a resident of Pittston, Pa., and of recent years a tem- 
porary resident of Frankfurt on the Main, Germany, where I am 
engaged in the practice of law with the law firm of O’Haire, O’Con- 
nor & Jones, Platz der Republik 3. 

I am a graduate of Holy Cross College liberal arts school, Worces- 
ter, Mass., and received my degree of bachelor of law from Temple 
University, Philadelphia, Pa. Tam a member of the Luzerne County 
bar, the Pennsylvania Bar Association and the American Bar Asso- 
ciation and have been admitted to practice before the courts of the 
Alhed High Commission, Germany, and approved by USAREUR 
Headquarters, Heidelberg. I hold an honorable discharge from the 
United States Army and was separated as a lieutenant after 4 years 
service, 

I wish to digress for a moment and bring to the attention of the 
committee that my name is not Walter T. O’Haire as has been reported 
by Mr. Michael Stern in his article published in Argosy magazine and 
as he testified before this committee in Cincinnati. [only mention this 
to point up to this committee the type of loose and unfactual—— 

Mr. Courtney. Now, that is obvious, Mr. O'Haire. 

Mr. O’Harre. At this time I wish to set the record straight con- 
cerning my availability to testify 

Mr. Courtney. That is conceded. Your attorney was advised, Mr. 
O'Haire, that you would be heard here. 

Mr. O’Harre. Thank you. In this connection I wish to now state 
that I am indeed grateful for the opportunity afforded me to testify 
before you gentlemen and I shall only be too happy to explain any and 
all of my actions in my capacity as attorney for the European Asso- 
ciation of Life Underwriters and Automata GmbH. 

With the consent of the committee I will now comment generally on 
the charges which Mr. Stern has made against the EALU and myself 
personally in his article published in Argosy magazine. Army per- 
sonnel who were besmirched by Mr. Stern are fully qualified and 
capable of making answer for themselves and I am sure this commit- 
tee will wish to hear their testimony. The aforementioned charges 
were reiterated and in some instances enlarged upon in Cincinnati at 
the time the committee received the testimony of Mr. Stern and Mr. 
Stuart W. Reichstein. 

The article written by Mr. Stern and published by Argosy maga- 
zine in the November 1954 issue is entitled “How To Steal $8 Mil- 
lion a Year.” By using this title, Mr. Stern has attempted to asso- 
ciate me and the EALU with all of the illegal, shady, and questionable 
practices that have been brought to light since the early days of the 
occupation of Germany. It is not my es or desire to discuss the 
yersonalities involved which prompted the writing of this article by 
Mr. Stern but I wish to assure this committee that I am fully prepared 
co inform the committee what was and is behind this entire story. It 


SALES OF COMMERCIAL LIFE INSURANCE 113 


is sufficient to state at this time that Mr. Stern’s article is principally 
highlighted by his careful and studied silence about some of the more 
notorious cases of chicanery and wrongdoing which are common knowl- 
edge to everyone who has spent any considerable time in Germany. If 
the members of this committee desire any further testimony in this 
connection, I will leave it to your good judgment to question me con- 
cerning it. 

With reference to the Argosy article, I desire to point out those state- 
ments which pertain to the sale of life insurance to United States 
Armed Forces personnel and also to the European Association of Life 
Underwriters. 

Mr. Courtney. Mr. O’Haire, may [| interrupt you. Do you have 
copy of the testimony that was adduced at Cincinnati / 

Mr. O’Hairr. No; don't. I have read it. 

Mr. Courrney. You have read it. 

Mr. Chairman, may I suggest that the only thing the committee will 
consider is sworn testimony. 

I think any comment you have to make must be directed to sworn 
testimony. You in turn are under oath. The committee will not 
indulge in any newspaper comments or rebuttal of newspaper comment. 

Mr. Hess. Proceed and read the statement as you have it prepared 
and the committee will then decide whether we want any portions 
deleted or not. 

Mr. Courrney. Where are you starting from, Mr. O’ Haire 

Mr. O’Haire. Iam on the top of page 3. 

Mr. Harpy. I think, Mr. Chairman, we ought to call attention to 
this. The committee certainly likes to give everybody an opportunity 
to express himself fully on something that has a direct and personal 
bearing on him. However, since we have to confine ourselves and our 
work to the sworn testimony that is before us, it is a little difficult to 
confuse the record with a lot of data, a lot of material which relates 
to something that appeared in a magazine or publication rather than 
something that has been testified to under oath before the committee 
and that is the situation which we are in when we put a lot of this 
material in the record. So | think it is entirely wise that we consider 
the possibility of deleting some of this from the record or otherwise 
we are going to be in a terribly confused state. 

Mr. Hess. Definitely. But so long as you have prepared this state- 
ment, we will permit you to proceed. 

Mr. Courtney. It might be the quickest way. 

I think you can make some obvious deletions as you go along. 

Mr. O'Hare. Had Mr. Stern thoroughly investigated this particu- 
lar charge he would have discovered that each policy offered to mem- 
bers of the Armed Forces is required to comply with Defense Depart- 
ment regulations which control the cash reserves required to be set up 
on policies covering the risks offered to the military and he would 
have further discovered that the policies being offered are submitted 
first to the appropriate State board of insurance commissioners, where 
they are carefully examined before they are approved for sale to mili- 
tary personnel. I point this out merely to show that these so-called 
technicalities which are referred to as being “something to hide behind 
at a later date” would not have existed under the normal function of 
the State insurance officers whether it is Texas, New York, Pennsyl- 
vania, or any other State. Those are removed if they are ever there. 
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I am sure the committee is aware of the Guertin laws and the part they 
now play in military regulations. 

Mr. Courtney. I think counsel can proceed on the assumption that 
the committee is advised on the law. 

Mr. O’Harre. Thank you. On page 20 in the first paragraph, ref- 

erence is made to the fact that— 
In order to make clear what the GI is up against, it is necessary to set forth a 
short lesson in insurance. TeXas has the most lax insurance laws in the United 
States ; companies there spring up like weeds in a garbage dump. Some of them 
are capitalized for as little as $25,000. 

On this issue, if such it be, I want to point out that there are three 
member companies of the association whith are limited-capital com- 
panies, but each company has a reinsurance agreement in effect so 
that none of these companies accepts a risk in excess of $1,000, A 
charter will not be granted to any limited-capital company without 
a reinsurance agreement being first obtained and approved. In check- 
ing over the amount of insurance that has been sold by the 3 limited- 
capital companies in Europe throughout the year 1954, I find that 
1 company, American Savings Life Insurance Co., has sold a total 
of $3,000, or 8 policies each having a face value of $1,000. ‘The second 
company, Which is Independence Insurance Co., has not sold a single 
volicy in Germany. The third company, United Life Insurance Co., 
as sold a total of $800,000 worth of insurance during the past year. 
It is interesting to note that three reinsuring companies handled all 
of the reinsurance business which the member companies of the asso- 
ciation have placed. These are Republic National Insurance Co., 
with admitted assets of 66 million; Security Life & Casualty Co., 
Denver, Colo., with admitted assets of $32 million; and Lincoln Na- 
tional Insurance Co., with admitted assets of 8958 million. 

In the same paragraph the article states— 

Others, which list more imposing assets, may have taken a $10,000 piece of 
real estate and arbitrarily given it a value on their books of $500,000. These 
things are not uncommon in Texas. 

Had Mr. Stern investigated this matter further, he would have 
found that under Téxas laws no life-insurance company is permitted 
to carry real-estate values on its books in excess of the true value 
established as the fair market value which is determined by two 
independent appraisers who must be acquainted with the values of 
real estate in that particular area and who must submit a sworn state- 
ment as to the actual value of the property involved. As to Mr. 
Stern’s statement that “this is not uncommon in Texas,” it has hap- 
pened in one particular case, but this was not with a life-insurance 
company nor with a legal reserve life-insurance company, such as 
we have in the EALU. It also must be pointed out that the two ap- 
praisers who were responsible for the alleged fraudulent appraisal 
rave been indicted and are now awaiting trial for perjury in Texas. 

Mr. Stern’s next distortion of fact is a reference to National Edu- 
cators Life Insurance Co., Fort Worth, Tex. I have in my possession 
a letter from Mr. W. M. Bartlett, who is the general agent for said 
company which is a member of the European Association of Life 
Underwriters, wherein he transmits a letter from a vice president of 
the company concerning the R. L. Jeffrey case which Mr. Stern would 
have this committee believe is the usual and normal pattern employed 
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by European Association of Life Underwriters’ members in settling 
death claims. Rather than go into detail, I would like to offer this 
letter, together with the attachments thereto, to the committee, with 
the request these documents be made a part of the record. 

Mr. Courrney. Mr. Chairman, then for the record the committee 
will pass on the letter. 

(The information referred to appears in the appendix. ) 

Mr. Hess. Yes. 

Mr. O’Harre. This is the only case that Mr. Stern made any refer- 
ence to or could cite when asked about claims that had not been paid 
and his allegation that this one isolated incident formed a general 

yattern with respect to the settlement of claims by members of the 
Sasppian Association of Life Underwriters. 

Had Mr. Stern investigated the matter fully, he would have dis- 
covered that on June 8, 1954, there was a court order granting a new 
trial, after judgment in favor of the plaintiff had been entered, and 
that upon the new trial being granted National Educators Life In- 
surance Co. entered into an agreed judgment and paid the sum of 
$5,169.30, which was accepted by the beneficiary, his wife, and At- 
torney Alan Clyde. Confirming my statement I refer the committee 
to the last three pages of photostats which are part of the document 
which I have requested to be made part of the record, which is titled 
“Order Granting Motion for New Trial and Agreed Judgment.” 

With reference to Mr. Stern’s remark that these companies can 
only be sued in Texas, I note that many of these companies are author- 
ized to do business in States other than Texas and where they are so 
authorized they are subject to service. 

Further, on page 20 reference is made to the European Association 
of Life Underwriters as an organization of Texas companies. It will 
be of interest to the members of this committee that the moving person 
and first president of the association was the general agent of a non- 
Texas company, the Great Northwest Life Insurance Co. of Spokane, 
Wash., the same company that Mr. Reichstein later unsuccessfully 
tried to represent. 

The statement that the association had “become the virtual arbiters 
of the soldier-life insurance business” is, of course, completely un- 
founded. To describe the association it is perhaps best to set forth 
the purposes of the association, which are (1) to insure a high stand- 
ard of ethics among its members in the sale and service of life insur- 
ance; (2) that there will be complete compliance on the part of every 
member of the association according to the letter and spirit of all mili- 
tary regulations, directives, and instructions controlling the solicita- 
tion of commercial life insurance; as well as the aims of the EALU, 
which are (a) to service the life-insurance needs of the members of the 
United States Armed Forces in a manner which will reflect credit upon 
the association and the profession of life underwriters and (>) to assist 
military commanders in the control and regulation of commercial life- 
insurance solicitation. 

The association came into existence principally because of the desire 
on the part of all reputable insurance representatives to police the 
industry from within. Prior to the formation of the EALU, there 
was no organization which could assist the Armed Forces in seeing 
that their rules and regulations were followed and the industry itself 
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stepped into the picture in order to protect their own interests and to 
do away with criticism resulting from the practices which some of 
the employees were engaged in and which the companies frowned 
upon. Due to the fact that the military did not have a sufficient num- 
ber of investigators to run down every reported violation, it did accept 
the offer of the insurance companies to look to this association for 
assistance and cooperation in eliminating the known violators from 
engaging in the sale of life insurance. 

Active membership includes all of the general agents and soliciting 
agents of companies registered with and recognized by Headquarters, 
USAREUR, with the general agent supervising the conduct of the 
soliciting agents. 

Association membership has always been open to all companies 
registered with and recognized by Headquarters, USAREUR and 
USAFE; there has never been any attempt or thought of restricting 
membership to Texas-chartered life insurance companies. As a mat- 
ter of fact, invitations to engage in business here were extended to 
many companies throughout the United States. As proof of this, I 
have a number of letters from some of the largest insurance companies 
in the United States indicating clearly that they are not interested in 
doing business in Europe; these larger companies apparently did not 
wish to extend their operation outside the continental limits of the 
United States. I offer these letters to the committee and ask that they 
be made a part of the record. 

Mr. Hess. The committee will take that under advisement also. 
These are the original, are they, Mr. O’ Haire ¢ 

Mr. O'Hare. They are the originals. The originals of some and 
the copies of others, Mr. Chairman. 

Mr. Hess. If the committee decides to, we will have to have photo- 
stats or the originals. These we can’t consider here. 

Mr. O'Hatrre. The originals are available and I would like to have 
the opportunity later, if you decide to accept them, to present the 
originals of these copies. 

Mr. Courtney. A photostat will be sufficient. 

Mr. O’Hatre. We feel that the association offers a useful service 
to any life insurance company seeking to engage in the sale of life 
insurance to members of the United States Armed Forces stationed 
in Europe. Among other things, we do arrange for their license 
which is issued by the German, French, or Austrian Governments and 
which is a requirement that must be met before an application for 
authorization is received by Headquarters, USAREUR or USAFE. 
In any service rendered, there has never been an attempt to restrict 
membership to Texas companies or to deny membership to any com- 
pany seeking admittance. 

On page 20, reference is made to “soldiers being herded into class- 
rooms in their information and education lectures, to make it easier 
for the so-called salesmen from Texas to make their pitch at them.” 

Mr. Courrney. That is covered by regulations. 

Mr. O’Harrr. This is a former evil of the military life insurance 
business which has been long eliminated, chiefly though the efforts of 
the EALU. 

Mr. Stern is much concerned with the subject of life insurance 
licenses issued by the State of Texas. I have information in my state- 


SALES OF COMMERCIAL LIFE INSURANCE 117 


ment dealing with that particular topic. The only matter that I wish 
to refer to here is a telephone conversation which I am alleged to have 
had with a vice consul at Frankfurt. L[hadatelephone call. The vice 
consul in question is a Mr. Rhode. He called me. He talked about 
the question of a Texas license. Among other things, I told him that 
that was the jurisdiction of the Texas insurance commissioner's office. 

Mr. Courtney. Did you talk to him about a Texas residency ¢ 

Mr. O’Hatre. The question he asked me on the—he said someone 
was there or someone had discussed it. I talked to him subsequently 
about it. This isn’t clear in anybody’s mind except Mr. Stern and 
others who have heard it third hand. 

Mr. Courtney. If it were clear in Mr. Rhode’s mind, would you 
accept it 

Mr. O’Haire. I would. I talked to Mr. Rhode and he told me that 
he had been misquoted if the article as 1 had read it to him over the 
phone had been so. 

Mr. Courtney. Did you talk to him in South Africa? 

Mr. O’Haire. No; he went to New York and he was being trans- 
ferred to South Africa at Johannesburg but at the time word came out 
on the article, he was still at Frankfurt. I know from Mr. Piggott. 
1 can find out the exact date he left and I talked with him previously. 

Mr. Courrney. Well, as a matter of fact now, your conversations 
had to do with the qualifications of these agents, as to their residence 
in Texas in the application for which he was asked to authenticate as 
an American vice consul; isn’t that correct / 

Mr. O’Haire. Well, that’s not exactly as it happened. Frankly, he 
was looking for assistance. I know Mr. Rhode. I have had quite 
a bit of practice with 

Mr. Courtney. Answer the question. Was that the subject of 
discussion ¢ 

Mr. O’Hatre. The subject of discussion was someone had applied— 
it was not a foreigner—some American had applied to his office to 
take the oath on a license application to the State of Texas. 1 don’t 
know that that license was ever completed. I don’t know the name 
of the person who was there. I discussed the question very generally ; 
that I didn’t know whether there was a need or there was not a need 
in Texas. I found out subsequently that they didn’t have to be a 
resident of the State of Texas, but 1 know of nobody who went to the 
American Embassy at Frankfurt or any other place and did file or 
did take his oath there and later file an application. 1 also don’t know 
of any foreigner—and I question it simply on the basis if nothing else 
that a foreigner wouldn’t go to the American consul and ask to have 
a sworn statement taken and not have an American passport to identify 
himself. 

Mr. Courtney. That’s by process of deduction. 

Mr. Hess. Let’s complete the statement. 

Mr. O'Hare. There was reference made to reinsurance agreements 
and contracts and there was an example which was cited, a ridiculous 
example, and it is supposed to apply to the reinsurance laws of the 
State of Texas. Briefly stated, the reinsuring company must accept 
the same risks as the writing company. They are automatic insurance 
or reinsurance agreements. Whoever made that statement is com- 
pletely misinformed. Also, there was a question of proceeding against 
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the insurance company. The laws are clear that the policyholder 
may proceed against the insurance company or the reinsurance com- 
pany directly or may join them both together. I have copies of rein- 
surance agreements. I have only two but they are with National 
Educators and Midcontinent which are the companies Mr. Stern 
testified about. These are typical of the others. The others are avail- 
able and, in the event the committee would care to have them, I will 
have copies made to submit. 

Mr. Courrney. Are these two copies of reinsurance agreements on 
file in the Department of Army files here in Heidelberg / 

Mr. O’Haire. I don’t know. I can’t answer the question. 

Mr. Courrney. If they are not, Mr. Chairman, perhaps we could 
receive them for examination only. 

Mr. O’Hairr. These are two reinsurance agreements, and they are 
typical of the others. 

Mr. Hess. We will take these under advisement, too. 

Mr. O'Hare. Before closing the discussion on the European Asso- 
ciation of Life Underwriters, T wanted to add that the executive coun- 
cil, which comprises all of the general agents appointed by the 
companies, are the persons responsible for the conduct of the soliciting 
agents. Whenever a violation of military regulations is reported a 
general agent is appointed to conduct a preliminary investigation. 
Whenever it is determined that a violation exists and further inves- 
tigation is necessary, a committee of three is appointed by the presi- 
dent. This committee makes a complete investigation by taking 
statements from all the persons concerned and allowing the person 
being investigated to submit any facts which he may have in his own 
behalf. Upon compietion of the investigation a full report is made 
and a recommendation is submitted to the executive council. In the 
more serious type of cases agents have been banned. In the less serious 
offenses people have been suspended from membership or from engag- 
ing in work for 2 weeks to 30 days. It is the duty of each agent mem- 
ber of the association, whether he be general agent or soliciting agent, 
to report any known violation. Failure to do so is an offense and may 
be penalized by the executive council. The European Association of 
Life Underwriters represents a group of earnest and sincere insurance 
men who want to protect their own interests by compelling all other 
agents to comply with military regulations and thus be allowed to 
continue the solicitation of commercial life insurance in Europe and 
at the same time guarantee maximum protection and safeguards to 
their own policyholders. 

I wish to categorically state at this time that my sole connection 
with Automata G. m. b. H.,a German company of limited liability, and 
General Distributing & Exporting, Inc., was, and is, in the capacity 
of counsel for both compamies. The persons who represent the man- 
agement of both of these companies were all clients of mine for a 
considerable period of time prior to the Air Force giving authoriza- 
tion for the operation of slot machines in officers’ and NCO clubs. 
I do not own any stock in either of the above-named companies, nor 
do I participate in the earnings received from the sale or operation 
of slot machines other than the regular legal fees paid to me for serv- 


ices rendered, not all of which has been paid but which I fully expect 
to receive within a reasonable time. It first came to my attention 
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that the Air Force was permitting clubs to operate slot machines 
when Mr. Stuart W. Reichstein and Mr. Arthur Friedman, American 
attorney practicing law in Frankfurt, made an effort to purchase a 
large number of machines from my client, the General Distributing 
& Exporting, Inc. Certain representations were made to my client 
which later developed to be completely untrue, and as a result an 
officer of General Distributing & Exporting, Inc., came to me for 
advice. I wish to stress to this committee at this time that the Stuart 
W. Reichstein that I refer to in this connection is the same gentleman 
that apparently fed the information to Mr. Stern which resulted 
in the statements appearing in his Argosy magazine article regard- 
ing the operation and sale of slot machines. I deeply resent my name 
being tied in in any way with such reprehensible characters as Frank 
Costello and Joe Adonis. I have here my hometown paper which 
‘an banners 6 inches deep saying that I was a principal in a European 
racket, and a picture where I was born and where my family was 
“aised., 

Mr. Courtney. Of course, you realize that we are concerned only 
with sworn testimony and that concerns the sale of insurance in this 
command area. 

Mr. O’Hairr. I merely wanted to point out that these are unwar- 
‘ranted inferences for no other purpose than to destroy me morally, 
professionally, and socially. This concludes my prepared statement. 
I am now ready to answer any questions which the members of the 
committee or counsel for the committee may ask me, and I will en- 
deavor to answer all questions to the fullest extent of my knowledge 
and ability. In conclusion, I wish to express my gratitude to the 
chairman and other members of the committee for the courteous 
treatment that has been afforded me and the attention that 1 have 
thus far been shown in reciting the foregoing statement. 

Mr. Hess. It is a little after 5. I think at this time the committee 
will stand in recess until tomorrow morning at 9 o’clock, at which 
time the counsel and the members will question you further. 

(The committee then recessed at 5:05 p.m.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON DereNnse ACTIVITIES OF 
THE COMMITTEE ON ARMED SERVICES, 
Heidelberg, Germany: 

The Committee convened at 9:05 a. m., December 7, 1954, at 
the Command Building, Headquarters USAREUR, Heidelberg, 
Germany. 

Mr. Hess. The committee will please come to order. We will 
resume our hearing. When we adjourned yesterday, Mr. O’Haire was 
on the stand and I might say at this time, Mr. O’Haire, that there 
were certain papers submitted by you which you asked to be made 
part of the record. The committee, after it adjourned last evening, 
met and decided that they will be made a part of the record. There 
are three exhibits. One is a couple of letters and some photostats; 
another exhibit of contracts on reinsurance and a third exhibit which 
was presented of a number of letters from insurance companies 
addressed to you. They will all be made part of the record, 

(The information referred to appears in the appendix.) 

Mr. Courtney. May I note the presence of the quorum 4 

Mr. Hess. Yes. 

Mr. Courtney. Mr. Chairman, may the record show the quorum 
of the subcommittee present under the precept of June 6, 1953, the 
chairman and Mr. Hardy and the alternates, Mr. Bray and Mr. 
Miller ? 

Mr. Harpy. Now, Mr. Chairman, in connection with the letters 
submitted for exhibit from a number of life-insurance companies 
that are not represented, I believe, Mr. O’Haire, these letters were 
submitted in response to a letter which you wrote the companies; is 
that correct ? 


TESTIMONY OF WALTER W. 0’HAIRE—Resumed 


Mr. O’Hatre. That is correct. 

Mr. Harpy. Can you tell the committee how many different insur- 
ance companies you wrote concerning their wishes with respect to 
representation in Europe? 

Mr. O’Hatre. I wrote the 15 largest companies in the United States 
beginning with the Metropolitan, Prudential, John Hancock, Trav- 
elers—15 of the largest first. There were another 15 or 20 letters to 
not as large companies. Companies like Atlantic Life where they 
had $70 million in admitted assets, and I wrote, I would say, all told 
about 35. 
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Mr. Harpy. All told about 35? 

Mr. O’Hatre. Now, other people who are interested I know directly 
of and I encouraged to write—they asked me if they could borrow. 
They were interested in writing to the presidents of these companies, 
and I would say that there were in the neighborhood of another at 
least 50 to 100. 

Mr. Harpy. So, actually, inquiries went to approximately a hun- 
dred different companies as to their intention or desire for represen- 
tation in Europe; is that correct 

Mr. O’Hatre. That is correct, Mr. Hardy. 

Mr. Harpy. Now did you write all of these companies the same 
letter? 

Mr. O'Hatre. No; I didn’t. 

Mr. Harpy. Do you have a 

Mr. O’Hatre. Yes; I have. I have a copy you can have of the let- 
ters that I wrote to any of these companies. 

Mr. Harpy. Did you write the same letter to the 15 largest com- 
panies 

Mr. O’Hatre. Not exactly. It is a form letter; however, the word- 
ing was to the company and it was to the policy, because I did have 
request for that type of policy submitted through the agents ask- 
ing—people wanted to know if they could buy this and that and I 
wrote to the companies and told them who I was and my position 
and that there had been a number of requests for their policies and 
there were possibilities here especially amongst the families, the offi- 
cers and noncommissioned officers, where we had a great number of 
requests. I asked them if they would be interested in setting up an 
agency here or if there was any hope of their coming to Europe at any 
later date. 

Mr. Harpy. Mr. Chairman, I would suggest that a copy of Mr. 
O'Haire’s letter to these companies insofar as it may be more or less 
nuniform—more or less a form, if we could have an indication as to the 
accuracy of that letter with respect to the number of companies it 
went to. I think it ought to be made a part of the record, also. 

Mr. Hess. Will you submit that, also? 

Mr. Yes, sir. 

Mr. Hess. That will be made a part of the record. 

(The information referred to appears in the appendix. ) 

Mr. Harpy. Just 1 or 2 other questions in connection with the 
same matter. 

I note in the exhibit which the committee has already accepted, 
there are five replies from insurance companies. 1 will presume that 
you must have received more replies than that from so many letters. 

Mr. O'Hairr. That is correct. I have the copies submitted yester- 
day, and I haven't been back—I have not left Heidelberg, as a matter 
of fact, and I said I would get the originals. I hope to get them today. 

Mr. Harpy. So there are others? 

Mr. O’Hatre. Oh, definitely. 

Mr. Harpy. Did you write to any other Texas companies besides 
those who are now represented over here? 

Mr. O’Harre. I personally did not. 

Mr. Harpy. Did anyone else at your request write to those Texas 
companies ¢ 
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Mr. O’Harre. Yes. There were a number of Texas companies that 
I recommended that the agents interested write to and I got them 
from the Best. I don’t recall them but I can get copies of those letters, 
too. 

Mr. Harpy. Now, have any of those—any of the replies from those 
companies been submitted to you? 

Mr. O’Harre. I have seen copies of the replies; yes. I don’t have 
them in my file. 

Mr. Harpy. There have been some replies from other Texas com- 
panies that are not now represented here that you are aware of ¢ 

Mr. O’Haire. That is right, and there are companies from New 
Jersey, from Kentucky, from South Carolina 

Mr. Harpy. I was particularly concerned with Texas companies, 
primarily, because the representation here is predominantly Texas. 
That's all, Mr. Chairman. 

Mr. O'Hare. If I may volunteer just this one question. I find that 
most of these companies don’t know about the mechanics of getting a 
license from the German Government, or the French, or the Austrian, 
and they think usually that there is a great tax problem involved and 
perhaps they would have to get permission from the State insurance 
commissioner’s office in whatever State they are situated and they 
think it is an additional burden to assume and they have a greater 
market at home, and they would rather develop that. 

Mr. Courrnry. One question on the subject. Mr. O’Haire, these 
letters all bear date November 23, 1954. What prompted your activ- 
ity at that time? 

Mr. O’Haire. The fact that I had not written to the largest com- 
panies in the United States. I knew from our sources that they were 
not interested in coming here. I have known that for the past number 
of years, and I thought you gentlemen would be interested in any 
statements. I purposely wrote to them and asked them if they would 
he 


Mr. Courtney. Well, then, those letters were really for the purpose 
of presenting to this committee—this subcommittee—the activity 
which was stimulated in your association after the subcommittee’s 
hearing in Cincinnati on November 9 4 

Mr. O’Harre. That is partly true. 

Mr. Courtney. Well, isn’t it substantially all true that what 
prompted your action was the hearing of the subcommittee in Cin- 
cinnatti and reports received from it / 

Mr. O’Haire. Well, my—what prompted my answer was that I 
wanted to have concrete evidence in this fact, which I didn’t have until 
that time in writing and which I knew I could get by writing a letter. 

Mr. Courrney. Then that letter was then November 23 and these 
answers follow ¢ 

Mr. O'Haire. That's right. 

Mr. Bray. Mr. O’Haire, one of the group exhibits which you offered 
and has been admitted with letters to you from the National Editor's 
Life Insurance Co. of Fort Worth, Tex., together with certain photo- 
-stat copies having to do with insurance policies and other matters 
dealing with that exclusion to a Mr. Jeffries. 

Mr. O’Hatre. Yes, Mr. Bray. 
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Mr. Bray. I believe that is the case that was mentioned where suit 
was filed against this company by the beneficiaries of that policy. 

Mr. O’Harre. Yes, Mr. Bray. 

Mr. Bray. I notice here that in this letter it states that over a period 
of 8 months they received—that is from the Government, I imagine— 
a class A allotment. The insurance premiums over 8 months on the 
life of Robert L. Jeffries, and it is stated here they didn’t know any- 
thing about who this man Robert L. Jeffries was, yet they had been 
for 8 months receiving the premiums. Didn’t that impress you as 
being a rather long time of not being able to find out who the insured 
was / 

Mr. O’Hatrre. That came to my attention since this matter came up, 
since the article and hearing in Cincinnati, and it is my understanding 
that that was not the only case, that there were about 200 where they 
were receiving checks but they didn’t have the application, the agent 
that wrote the policy did not submit the application to the company, 
and they therefore could not issue a policy, they didn’t have the basic 
information. 

Mr. Bray. Do you have the name of that agent / 

Mr. O’Hatre. His name is on that particular photostat. The gen- 
eral agent of that company is present and available as a witness 

Mr. Bray. The agent that sold that insurance? 

Mr. O’ Haire. He is not here. He is no longer with the company. 

Mr. Bray. You grant that he was an agent of the company at that 
time ¢ 

Mr. O'Hare. He was at the time of the application or the sale. 

Mr. Bray. The direct authorized agent ? 

Mr. O’Harre. He was. 

Mr. Bray. And a member of the association ? 

Mr. O’Harre. He was not a member of the association. It was 
never sold here. That is a stateside policy. The boy went to Korea. 
We never heard of it until it came up in the magazine. 

Mr. Bray. Anyway, for a period of 8 months, money was taken out 
of his Army pay as a class A allotment and was forwarded to the 
company ¢ 

Mr. O’Haire. That appears to be the fact, sir. 

Mr. Bray. Yet they made diligent effort over a period of 8 months 
and couldn't find out who the man was? 

Mr. O’Hatre. Well, the agent of the company or the representative 
of the company 

Mr. Bray. That is according to the correspondence. They made 
diligent effort over a period of 8 months to try to find out who he was. 
Yet they knew he was a serviceman. That is correct, isn’t it? 

Mr. O'Hare. They went to the service center at Fort Harrison in 
Indiana and found out there and got the information there, and that’s 
how they contacted his beneficiary. 

Mr. Bray. Did they find out that he was dead before—at the same 
time they found out who he was? 

Mr. O’Harre. I can’t answer. I don’t know. 

Mr. Bray. Then how much was that policy for ? 

Mr. O’Hatre. I believe it was a $5,000 policy. 

Mr. Bray. And they went to the beneficiaries and settled for the 
sum of—lI believe this photostat—$1,117.80? 
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Mr. O'Hare. Yes, sir. 

Mr. Bray. Do you know that representations were made at that 
time over this policy ? 

Mr. O’Hatre. No; I don’t sir. I didn’t know the fact until it did 
come up. I heard of it in the United States. It was the subject of a 
lawsuit and there was some newspaper publicity that I heard about but 
I didn’t read. Towever, there was a newspaper circulated here. L 
know certain hands it was in, and I know where it was actually de- 
posited and how this came into the article. 

Mr. Bray. Then at a later date the beneficiaries at least apparently 
were not satisfied with this settlement and they did file suit in the 
State of Texas? 

Mr. O'Hare. That is right. They did. 

Mr. Bray. And they got a judgment ? 

Mr. O’Haire. They did. 

Mr. Bray. For how much? 

Mr. O’Hatre. I believe the amount of $5,000 plus the interest at 
whatever the rate of interest was. I only say that because it is $5,100 
and I assume that to be the interest. 

Mr. Bray. The reason I’m asking that question is because you sub- 
mitted a part of the record in this case and not all and as a lawyer you 
know it is no fault of yours—they sent that to you—but the proper 
thing would be to have all the papers submitted in this case. It is very 
difficult to arrive at a correct conclusion of what happened with as- 
sorted papers and naturally being brought out to serve one end. 

Mr. O'Hare. I know what happened. 

Mr. Bray. Anyway, they did get a judgment against the company 
for that amount ¢ 

Mr. O’Hatre. There was a judgment entered—the jury returned the 
finding in the amount of $5,000, plus the interest. However, a motion 
for new trial was made and granted and then the graduated judgment 
was excused, 

Mr. Bray. Now, that is what I want to get into here. They signed 
a release when they got the thousand seven hundred dollars or what- 
ever it was? 

Mr. O’Harre. That is right. 

Mr. Bray. Then they sued and got the entire amount, did they ? 

Mr. O’Hatre. That’s right. 

Mr. Bray. Now, the company by this correspondence, which I will 
not read—it is a rather long letter—at least showing they stated here 
and you stated in the record yesterday that the company did then get 
a new trial? 

Mr. O’Haire. That’s right. There was an order for new trial 
granted, 

Mr. Bray. Order for new trial granted, and how much did they 
then pay? 

Mr. O’Hatre. They paid the check that is referred to in there the 
amount of five thousand one hundred and thirty-six dollars and some- 
thing. 

Mr. Bray. All right. This check for $5,100 which is apparently a 
total amount is granted on the same day that the motion for a new 
trial was granted, wasn’t it ? 

Mr. O’Haire. That’s correct. 
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Mr. Bray. You are a practicing lawyer, aren’t you, Mr. O’Haire, 
in the United States? 

Mr. Yes. 

Mr. Bray. And know the general procedure in court? 

Mr. O’Harre. Yes, I do. 

Mr. Bray. And you are also aware that when a settlement is made 
that they usually work out a graduated entry ? 

Mr. O’Harre. Yes. 

Mr. Bray. Then as a lawyer, don’t you understand that that is 
plainly a matter of saving face by getting a motion for new trial 
the same day that they gave the check for the full amount that they 
owed and the full amount of the judgment? What else could it be? 

Mr. O’Harre. I don’t know. I wasn’t there. 

Mr. Bray. Could you imagine it being anything else than a matter 
to save face after all the adverse publicity ? 

Mr. O'Hare. There was a lot of pressure brought upon the com- 
pany to pay the claim. I know that. I think it was bad judgment 
when the claim wasn’t paid, but the company had their rights. I know 
the facts. It is an interargument between the agent that should get 
his commission and went to these people and with them sue the 
company. 

Mr. Bray. They apparently had a just claim or the courts wouldn’t 
decide in their favor. 

Mr. O’Hatre. Yes, sir. However, the motion for a new trial was 
granted and had there been no basis for it, I don’t think it would have 
been granted ; sir. 

Mr. Bray. Now, Mr. O’Haire, you know that there had been a 
motion for a new trial granted at a regular hearing and on good faith 
and nothing but that, that they certainly wouldn’t have the same 
day paid the entire amount of the policy and the judgment? You 
know that as a lawyer, don’t you? 

Mr. O’Haire. I go along with your thinking completely, Mr. Bray, 
but I don’t know the facts. 

Mr. Bray. As a lawyer, would you have practiced that way ? 

Mr. O'Hare. I would have to take in the cases as they come up. 
I don’t know the facts. I wasn’t there. I didn’t hear the details, but 
I know personally there was a great deal of pressure brought on the 
company to pay that claim. It was bad ablicity, very bad. 

Mr. Bray. The fact is, Mr. O’Haire, after they had had their day 
in court and were ordered to pay the entire amount of the policy 
plus interest, and at a later time, after all this publicity came out 

Mr. O’Hatre. It was in June of this year. 

Mr. Bray. Then they paid the entire amount the same day they 
presumably by the court record went in and were washed out—they 
were completly in the right and entirely vindicated by this entry of 
a motion for a new trial. To make myself clear 

Mr. O'Hare. You are clear to me, Mr. Bray. 

Mr. Bray. I think it is a very important point here. In your state- 
ment to the committee you stated that a motion for a new trial was 
granted in this case. You didn’t go ahead and point out that the same 
day the motion for a new trial was granted, they paid the full face value 
of the policy plus the interest. 

Mr. O’Harre. Well, I don’t recall the wording, but it said “the new 
trial was granted and payment was made in the amount of.” The new 
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trial being granted, National Educators entered into an agreed judg- 
ment and paid the sum of $5,169.30 to the beneficiary which was Marcus 
Jeffries and his wife and their attorney whose name was Alan Clyde. 

Mr. Bray. Apparently, they were entitled to the full amount of 
the policy by the laws of the State of Texas? 

Mr. O’Haire. Had the policy been issued, there never would have 
been any question whatever, but there was never a policy issued by 
the company on the life of this man, Robert Jetfries. 

Mr. Courtney. How do you make that statement in the face of the 
judgment of the court that there was in effect a contract of insurance ¢ 

Mr. O’Harre. The policy wasn’t issued. 

Mr. Courrney. What difference does it make if it’s in writing or 
whatever it is as long as there is in effect a policy of insurance which 
the courts recognize as legal ¢ 

Mr. O’Hatre. They did recognize that this man was the regularly 
appointed agent. The company only said that they didn’t have the 
fafeatnation. I don’t want you to get the impression that I’m in 
sympathy with the company on this particular case. 

Mr. Harpy. I had gotten that impression. I’m glad to get it cleared 
up. 

Mr. Mitier. I'm glad, too, because 1 thought you were decidedly 
sympathetic to the company and I can’t understand this doubletalk of 
yours. When the agent accepts the man’s money it becomes binding 
on the company. What takes place within the company is their own 
bookkeeping and yet you stand here and continuously try to tell us 

Mr. O’Hatrre. No. 

Mr. Miter. Oh, yes, but you have, Mr. O’Haire, that no policy was 
issued, therefore some great difference existed. To me you're just 
doing a little doubletalking on that. 

Mr. O'Hare. Well, I apologize, Mr. Miller. 

Mr. Mitzer. I don’t want you toapologize. We want the facts. 

Mr. O’Hatre. msorry. I didn’t mean to convey that. 

Mr. Murr. I suggest that you not try to confuse us with the double- 
talk and maybe your case will be the stronger as far as I’m concerned, 

Mr. Bray. I don’t want to pursue this any further, only this mat- 
ter, apparently the intent of this company who has been granted a 
right over here is rather at stake in this matter. As a lawyer who has 
had experience in insurance matters, do you think it legitimate, fair, 
and ethical practice to go to the agents of the company with a $5,000 
policy after a boy was killed in Korea and payments had been paid 
for 8 months, to go to them without them being legally represented 
and get a settlement for less than a third of the value of the policy? 
As a lawyer, do you think that is ethical practice for an insurance 
company to do that? I’m asking you that because you have taken 
an interest in this matter. It is one of the companies that you do 
represent. I am asking you that question which can be answered by « 
“Yes” or “No.” 

Mr. O’Harre. Well, the way you state it, I say it is unethical. 

Mr. Bray. And I also want to make this observation. I believe 
in the State that I am from, Indiana, I think that matter would make 
it very difficult for an insurance company to keep their license if they 
followed that kind of practice in the State of Indiana. 

Mr. O’Harre. This would be volunteering, but the same company 
had a claim here where a soldier was killed within the same week that 
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he made the application. It had never gone to the home office, but the 
rc ater was on file with the general agent and they paid off the 
full amount of it. 

Mr. Bray. That happened when ? 

Mr. O’Harre. After this case. 

Mr. Bray. Maybe, the courts of Texas taught them different pro- 
cedure. 

Mr. Harpy. I would like to ask a question along that line. I under- 
stood from the correspondence there were several hundred cases of 
this nature where they did not immediately have applications for 
whom allotments were being received; is that correct / 

Mr. O’Harre. It appears from there that there are a list of people 
whose policies had not been made out although the company had re- 
ceived checks, had the allotments and they didn’t have the application 
which was the basic document for the information. 

Mr. Harpy. And the company contended that no insurance was in 
force because they had not issued a policy ; is that correct ? 

Mr. O'Hare. That is the contention that the company had. 

Mr. Harpy. If the company had any ethical basis for that, would 
it not have refunded any premiums which had been received prior to 
the time that they issued the policies, and do you know whether or 
not they did make any such refunds? 

Mr. O'Hatre. I don’t know, but if it happened here they would 
get a refund of their premiums and if that happened that case would 
be paid through this association. 

Mr. Harpy. I’m speaking now not involving a death claim or a 
claim of any kind under the policy but I’m speaking of the premiums 
received before issuance of the company when it contended that no 
insurance was in force. 

Mr. O’Hatre. If there is none, they were entitled to the premium 
return plus the 6 percent interest on the money. 

Mr. Harpy. So we would suppose then that if policies were subse- 
quent issued that they refunded the premiums up to the date of the 

r0licy 
Mr. O’Harre. They should. 

Mr. Harpy. Do you know whether they did? 

Mr. O’Haire. I don’t know. 

Mr. Bray. Mr. O’Haire, one other matter. I am pursuing this 
further and further, but here apparently from the letter they didn’t 
know who this man was yet this name Robert L. Jetfries appears on 
this list and it shows that his serial number is 18266668 sh received 
$27 for July and August of 1950. That’s what this record shows, I 
believe. You mean that they knew the amount of the premium, the 
time, the soldier's serial number, but yet they didn’t know who they 
were dealing with? 

Mr. O’Haire. They had to know. They could find out and they 
did eventually find out. They were lax in not determining the matter 
sooner. 

Mr. Bray. When did the deceased die? 

Mr, O’Harre. I would have to consult the record. I don’t have 
the exact dates. I think it is mentioned in the letter. I’m sorry, I 
can’t answer the question. I don’t know when he did die. 

Mr. Bray. At — they received their payment for 8 months? 
Mr. O’Harre. Yes. 
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Mr. Courrney. I’m sorry, I didn’t hear the date of death. 

Mr. Bray. They can’t find out the date of death. 

Mr. O’Hartre. I may be able to find out. 

Mr. Hess. Mr. Courtney / 

Mr. Courrney. Is this association of which you are the executive 
secretary, does it still receive the fees of the National Educators Life 
Insurance Co. and is that company still a member in good standing 
of the association ¢ 

Mr. O’Hatre. Yes, sir. 

Mr. Courtney. Yet you consider the practice of this company in the 
instance that you have referred to to have been unethical ? 

Mr. O’Haire. It’s a hard way to put it as far as discussing a 
client 

Mr. Courtney. Was that your answer to the subcommittee ¢ 

Mr. O’Hatrr. Yes. The way it was phrased to me, I said the 
answer was “Yes.” 

Mr. Courrney. On the facts, is the conduct of this company ethical 
or unethical ? 

Mr. O’Hatre. I couldn’t say that. On the facts that they outlined 
in the letter, they think they have a just defense. 

Mr. Courtney. Have you taken any steps whatsoever to probe this 
in your association ? 

Mr. O’Harre. I have not. 

Mr. Courtney. Since the matter has come to your attention ? 

Mr. O’Haire. I have not, other than taking the matter up with the 
general agent who got the information. 

Mr. Courtney. And the company is still certified by your associa- 
tion as ethical and entitled to and licensed to do business in this com- 
mand? 

Mr. O’Harre. That’s correct, Mr. Courtney. 

Mr. Courtney. And you represent it? 

Mr. O’Haire. I represent the general agent who is a member of the 
executive committee in the European Association of Life Under- 
writers. 

Mr. Courtney. Now, does it take a discontented agent to uncover 
just claims of this company ? 

Mr. O’Harre. I wouldn’t say so, but I know that there was some 
friction in this particular matter. 

Mr. Courtney. And this agent then proceeded to disclose to the 
beneficiaries of this company’s policy, the claims that they might have 
had against it? Is that correct? 

Mr. O’Hatre. That is correct. 

Mr. Courtney. Well, is that the only protection that a policyholder 
has from this company, that the beneficiaries might receive informa- 
tion only on the supposition that an agent would be discontented and 
leave the service of the company and advise people of their just rights? 

Mr. O’Harre. That is only one case and it is the only case that we 
have amongst all of the companies. 

Mr. Courtney. Well, we are talking about this company which is a 
member of your association and which you say engaged in unethical 
practice and which you still have as a member of the association. 

Mr. O’Harre. Well, my question was if they were the facts and I 
don’t know the true facts except what I have read in the letter. 
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Mr. Courtney. Well, since your association, as you have declared 
in your prepared statement, is interested in the ethical standards of 
the membership of the association, why have you done nothing to in- 
vestigate this matter to determine in your own association here in 
Europe whether or not this company, for violations of the kind in- 
dicated of its ethical code, has or ought to be suspended. Why have 
you dor? nothing about it? 

Mr. O’Haire. That would be a question for the executive council. 

Mr. Courtney. Well, you are the executive secretary. 

Mr. O’Harre. I am the executive secretary. I do as I am told to 
do. I submit the reports. I am the man that writes the letters for 
them. I am the man that gets the information that they desire. The 
executive council has discussed this matter with the general agent, who 
is Mr. Bartlett. He has explained to them some of the ramifications 
of this and they—I don’t say are satisfied with it—they are rather 
incensed that the fact ever arose; that it should have been paid. My 
only reply was that in our experience here with them they have paid 
off a claim that a larger company might not pay. This was a case 
where a man took out an insurance policy this year on the 11th of 
October and died on the 19th of October and he had never paid one 
premium. He had only submitted an application, and the face value 
of that policy was paid and I saw the check. 

Mr. Courrney. Did it require a discontented agent to stir up that 
just claim ? 

Mr. O’Harre. I would say to that, “No.” 

Mr. Courrney. What agent ? 

Mr. O’Harire. That is an agent in the States. He was never in 
Germany. I don’t know. I believe the name was Peek. There were 
two agents working together. One man’s name was Peek and the 
other was Graly and Mr. Peek took the application. 

Mr. Courtney. In all events, the claim was paid / 

Mr. O’Hatre. Yes, it was. 

Mr. Courtney. But it was not paid voluntarily / 

Mr. Frankly, no. 

Mr. Courtney. Now, in the light of that second instance where you 
have an existing contract of insurance, what action has your associa- 
tion taken with respect to the ethical conduct of this company which 
is still a member of it? 

Mr. O’Harre. We have taken no action as a group. The only man 
that took the action was the general agent who was Mr. Bartlett and 
who did get the letter back from the company and he in turn handed 
it to me. 

Mr. Courrney. Mr. O’Haire, how in your opinion does the gravamen 
of the case that you have indicated here, the Jeffries case, and the one 
you have just cited, as a matter of discipline, compare, for example, 
with the suspension of a license of an agent who merely goes on to a 
reservation without the permission of the commanding officer and is 
suspended from doing business ? 

Mr. O’Harre. We have here the general agents, not the companies. 
The companies are only associate members. 

Mr. Courtney. I’m asking you how that gravamen of these offenses 
or these violations of ethical standards compare, in your opinion ? 
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Mr. O’Haire. Well, we are concerned with the problem as it con- 
fronts us here and had anything of this nature happened here, we 
would have taken action. 

Mr. Courtney. Well, what assurance have you that a company 
which engages in these practices in other States will not engage in 
the same practice in your area? 

Mr. O’Harre. Well, they have not. To the contrary, they have 
paid the claim very promptly and in a very expedient manner. 

Mr. Courrnry. So that in your opinion your association will tol- 
erate membership and certify the ethical standards of a company 
which can violate them in one State providing it doesn’t violate those 
standards here. Is that your position ¢ 

Mr. O'Hare. No; that is not my position. 

Mr. Courtney. What is your position ? 

Mr. O’Hatire. My position is this particular case happened in the 
United States at a company level. It was a litigated matter and it 
was settled. There are any number of claims that are to be litigated 
throughout the United States not only by this particular company. 
The company’s record here is excellent and its claims are perfect. 
We have never had any difficulty. They have paid the claims and 
they have paid them promptly. 

Mr. Courtney. Well, then, is your position still that so long as they 
are ethical here, this company ts ethical here so far as your observation 
is concerned, that it can engage in unethical 

Mr. O’Harre. No; I don’t say that they engage—— 

Mr. Courrney. Wait a minute. That they can engage in prac- 
tices which you describe and say are unethical in any State of the 
Union? 

Mr. O’Harre. I don’t think the question as phrased is meant that I 
condemn the company as being unethical. I think I _ the company 
here as it was stated appeared unethical. However, I don’t have first- 
hand knowledge of the facts. I only received the report from the 
agent. and he in turn received it from the company. 

Mr. Courrnry. Well, I come back then to the original question, 
Mr. O’Haire. Since you have knowledge of this question having 
arisen and since the question of ethics is involved and since your 
association is interested in ethical standards, why have you done 
nothing to ascertain the facts between June and this time with respect 
to the conduct of the company in this case / 

Mr. O’Haire. We have the report. 

Mr. Courrnrey. Which is inadequate. Is it inadequate? 

Mr. O’Harre. Yes, if it is a complete report it is inadequate. 

Mr. Courrney. Why have you done nothing further to probe this 
instance ¢ 

Mr. O’Hatre. The matter was settled by payment being made. It 
is the only isolated case that we have any record of. 

Mr. Courtney. But your association has taken no action with 
respect to it 

Mr. O’ Haire. Only to find out the details and 


Mr. Courrney. Well, if you take the position that the payment of 
claims is the answer to all problems, why did you make any further 
inquiry ¢ 

Mr. O’Harre. Well, we wanted to know the facts in the case. 
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Mr. Why? 

Mr. O’Harre. We had heard about them. They were reported in 
a local paper at Fort Worth. 

Mr. Sosnten. The claim was paid as you say and the judgment 
satisfied and that cured all things. Why then did you make inquiries? 

Mr. O’Harre. Just to get as much of the facts as we could. 

Mr. Courtney. Why did you want the facts? What concern would 
they be of yours if you are satisfied with the payment of the claim? 

Mr. O’Hatre. Well, frankly we wanted to know more about it. It 
may indicate that we were not completely satisfied but I don’t say 
that that is the fact. 

Mr. Courrney. What is the fact? 

Mr. O’Haire. We wanted to know more about it. 

Mr. Courtney. Why ? 

Mr. O’Hatre. For our own records. 

Mr. Courtney. Having gotten the information, did you take it 
under consideration in your board ¢ 

Mr. O’Harre. No. 

Mr. Courrney. You did nothing further about it? 

Mr. O'Hare. That is correct. 

Mr. Courtney. Did you notify Colonel Smith of the information 
you received on this case? 

Mr. O’Harre. No, nothing official in writing. 

Mr. Courrney. Did you orally or otherwise? 

Mr. O’Harre. I believe I talked with him about it, but my recol- 
lection—— 

Mr. Courrney. Your recollection becomes hazy on that? 

Mr. O’Hatrre. It isn’t that. I don’t have a definite recollection, 
frankly. I feel I did. 

Mr. Harpy. But you did take it up with your board ? 

Mr. O’Harre. No, it wasn’t taken up at the meeting of the executive 
council. 

Mr. Harpy. Why would you take it up with Colonel Smith if you 
didn’t see fit to take it up with your executive council ? 

Mr. O’Harre. The only thing was, it would come to his attention. 
We knew the case did come up in the United States. We knew there 
was an answer to it, but we didn’t have the answer yet. 

Mr. Harpy. Do you have the answer now? 

Mr. O'Hare. I don’t know if we have. We got the letter. 

Mr. Harpy. Let’s put it bluntly. In your own mind, on the basis 
of the information which you have received, are you satisfied with the 
ethics of that company? Now, certainly you have made an opinion 
on that. You must be satisfied with it otherwise you wouldn’t have 
dropped it. I just want to see if we have established a standard we 
can gage your own judgment of ethics. Are you satisfied with the 
ethics of that company ? 

Mr. O'Hare. In every case except that one, yes. 

Mr. Harpy. I didn’t ask you that. I asked you. On the basis of 
the information which you received are you satisfied with the ethics 
of that company? It’s a simple answer. 

Mr. O’Harre. No, it’s not. I can’t say I’m dissatisfied. 
Mr. Harpy. Do you have degrees of honesty in your book ? 
Mr. O’Harre. Yes, indeed. 
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Mr. Harpy. You do. There are no degrees of honesty in mine. A 
man is honest or dishonest. 

Mr. O’Hatre. I meant the same thing. 

Mr. Harpy. That company is either ethical or unethical in my judg- 
ment. Now, in your judgment is it ethical or unethical ¢ 

Mr. O’Harrr. I said from the facts as they were cited here, it appears 
to be unethical. 

Mr. Harpy. And yet based on that you did nothing further. If 
you were not satisfied with the facts at hand you did not try to get 
any more. If you were satisfied that it was unethical based on those 
facts, then you sat still and did nothing about it and continued to let 
that company be a member of your association. Is that accurate / 

Mr. O’Hatre. That is correct. 

Mr. Harpy. You ought to be proud of your actions. 

Mr. Courtney. Mr. O’Haire, let us come to the European Life 
Underwriters Association. Now, that was organized sometime prior 
to the publication of the present Army Order 600-101, which was 
effective August 24, 1953. Now, for the moment, that will be the 
breaking point in our discussion here. What happened after the pub- 
lication of the Army order and the regulations which are now in force. 
Now, Mr. O’Haire, how many members of the association do you have 4 

Mr. O’Harre. I will have to consult the list. 

Mr. Courtney. Didn’t you publish an advertisement with the names 
of all your companies on it? 

Mr. O’Harre. Ads are run from time to time with the member com- 
panies of the association. That is correct. 

Mr. Courrney. How many members do you have in your asso- 
ciation ? 

Mr. O’Harre. I have a list here somewhere. I have a list of the 
companies and the agents that they have. 

Mr. Courtney. Will you submit that list and not take any further 
time. You have 14 members, don’t you? 

Mr. O’Harre. Here I have a list of them. 

Mr. Courtney. You have 14 members, don’t you ? 

Mr. O’Harre. There are 19 member companies. 

Mr. Courtney. How many life companies are members ? 

Mr. O’Harre. They are all life companies. 

Mr. Courrney. Are any of them from States other than Texas? 

Mr. O’Hatre. Yes. 

Mr. Courrney. Which ones are those? 

Mr. O’Harre. American Life Insurance Co. from Birmingham, Ala., 
Life Insurance Society of America, Birmingham, Ala. They are the 
only two companies active who are non-Texas members in the asso- 
ciation. 

Mr. Courtney. There are 19 then instead of 14 as we had first been 
led to believe? 

Mr. O’Harre. There are 19, but some of these companies are not 
active, like American Investors is listed as a company but is not active. 
They don’t have an agent or a general agent here. They had an 
agency here at one time. 

Mr. Courtney. Do they pay dues to the association / 

Mr. O’Hatre. They did at the time but only those companies pay 
dues who have a general agent here and who have a complement of 
agents. 
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Mr. Courtney. Now, effective as of August 24, 1953, and continuing 
to date, how many of these companies are active members of your 
association and actively engaged in the insurance business, paying 
dues to your association ? 

Mr. O’Haire. Thirteen. 

Mr. Courrney. Thirteen. The Great Northwestern of Spokane, 
Wash., has ceased to pay dues, has it not? 

Mr. O'Hare. The Great Northwestern has ceased to pay dues as 
of May 1953. 

Mr. Courtney. May 1953 or 1954? 

Mr. 1953, 

Mr. Courrnery. That would have been the 14th company 4 

Mr. O’Hairer. That would have been the 14th company. 

Mr. Courrney. What are the dues of the member companies / 

Mr. O’Haire. It is $100 a month. I have a contract of employ- 
ment with the companies and they retain me. They pay me as exec- 
utive secretary the sum of $100 per month. 

Mr. Courrnry. Per company ? 

Mr. O’Haire. Per company. However, I have out of the com- 
panies here a number who do not pay me because they only have a 
general agent and they don’t have any agency in operation or they 
only have one agent. 

Mr. Courtney. Well, anyway, membership is $100 a month unless 
they get a remittal of some kind from you; is that right? 

Mr. O’Hatre. Membership is $100 a month for those companies who 
have an active agency here. That is correct, sir. 

Mr. Courrney. And that money goes directly to you? 

Mr. O'Hare. That money goes directly to me. 

Mr. Courrney. Then you are the association, are you not 4 

Mr. O’Hatre. No, I am not the association. 

Mr. Courtney. Does anyone else derive any money from the pay- 
ment of these fees? 

Mr. O'Hare. No, I maintain an office. I employ a secretary. I 
take care of the routine office expenses. 

Mr. Courrney. Do the board members receive anything for their 
services 

Mr. O'Hare. No. 

Mr. Courrnry. Do you hire any investigators in connection with 
your work ? 

Mr. O'Hare. No, sir. 

Mr. Courrney. Do you make any investigation whatsoever of com- 
plaints with respect to the conduct of companies or agents ? 

Mr. O'Hare. With the conduct of agents, yes, sir. 

Mr. Courrnry. Do you do that yourself or do you employ agents 
for it? 

Mr. O'Hare. No, I do that with members of the executive council, 
a general agent from another company or general agents from another 
company. 

Mr. Courtney. Well, now, precisely how do you do that? 

Mr, O’Harre. Well, where there is a reported violation, one general 
agent is appointed by the president to look into the matter. I go 
together with the general agent. I work with him and make up the 
reports and he dictates them and I shape up the report and submit 
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it and he signs it. Where it is determined that there is a violation, 
the report of that fact is made to the executive council and to the 
president and he in turn appoints a committee of three agents. I 
work together with that committee. They investigate all the facts. 
We take statements from the persons involved and we hear from the 
agent in question whatever he wants to present on his own behalf. 

Mr. Courtney. How many complaints have you had in the last year 
since August 24, 1953? 

Mr. O’Hatre. Well, we have completed one just recently. 

Mr. Courtney. Which one was that? 

Mr. O'Haire. We had an investigation of a reported violation in the 
6th Infantry Division, which is at Schweinfurt, Germany. 

Mr. Courrney. Is that agent still doing business ? 

Mr. O’Hatre. The agent is still doing business; however, he is 
banned from that particular regiment. 

Mr. Courtney. What was the nature of the violation ? 

Mr. O’Harre. The nature of the violation was that agents had sold 
policies to members of the 16th Infantry Regiment without first having 
received a written invitation or appointment to discuss commercial 
life insurance with the prospect. 

Mr. Courrney. In other words, the commanding officer of that 
station had not authorized this agent to sell within the area? 

Mr. O'Hare. No; he had the authorization from the commanding 
officer and from the unit commander all the way down to that level, 
but under the regulation here, prior written appointments are neces- 
sary before you contact a prospect to sell him insurance. The agents 
in this case had talked with the people with whom they didn’t first 
have prior written appointments with. 

Mr. Courtney. For that, then, he was suspended in the area alone? 

Mr, O’Haire. And they have been reprimanded and this is the first 
instance where they have been investigated and found that they did 
conduct this. 

Mr. Courtney. Do you consider that adequate punishment, ade- 
quate discipline for the offense involved / 

Mr. O’Haire. Under the situation as it developed, we considered 
that adequate. They did have written appointments with other people 
and they had talked with the people that they sold and asked about 
filling out a card at that time. 

Mr. Courtney. Now, do you have any other violations in the period 
from August 1953? 

Mr. O’Hatre. We have a violation which was reported from the 
3ith Engineer Group at Hanau, Germany. 

Mr. Courtney. What was the nature of it? 

Mr. O’Hatre. An agent went into an area which was closed to so- 
licitation. They didn’t allow any insurance solicitation in that par- 
ticular kaserne and the agent went in there and was in the process of 
selling insurance, taking applications, when the officer of the day came 
through and he reported this to the commanding officer or to the 
executive officer and the agent was shown off the premises and during 
the course of their discussion with the agent, he had no authorization 
from the units; in fact, had been told that it was closed to insurance. 

Mr. Courtney. What actions were taken ? 

Mr. O'Hare. He was banned from the European command. That 
is Mr. Reichstein. 
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Mr. Courtney. Is that the only other violation you had ¢ 

Mr. O’Haire. No; we had the 2 cases of 2 gentlemen, 1 named Burke 
and the other named Munn. They had made group pitches in the 
Stuttgart area. Group pitches are these things that were referred 
to in the report as talking to troops at T. I. and E. hours or gatherings. 
That is a former evil of the military and has been strictly condemned 
here. For that reason they were banned. 

Mr. Courtney. Did those violations occur after August 1953? 

Mr. O’Hatrre. That was in about that time. 

Mr. Courtney. Any others? 

Mr. O’Harre. Yes, this was another banning of an agent who was. 
accused of twisting a policy in one case and who had been reported 
as having made group pitches in other kasernes, although he had not 
talked about the subject of commercial life insurance and had become 
involved in an argument with another agent. 

Mr. Courrney. What action was taken in that case? 

Mr. O’Harre. He was banned. 

Mr. Courtney. When? 

Mr. O’Harre. The ban was about the 1st of January 1954 but it was 
conduct that developed, say, from the time of September up until 
January. 

Mr. Courtney. Do you consider the discipline in those cases to be 
adequate ? 

Mr. O’Harre. That is as much as we can do, Mr. Courtney. 

Mr. Courtney. Do you consider the discipline to have been exces- 
sive? 

Mr. O'Hare. No. From what I know I say they are not excessive. 
We have minor bans where a man is suspended for 30 days or a man 
is suspended for 2 weeks. In other words, there is no great argu- 
ment, but two particular agents didn’t get along too well with an officer 
and we heard about it. We heard them on it and they had a 2-week 
suspension, but that was just about September. 

Mr. Harpy. Let me ask if I understand how this was done, if I 
might. Who makes that suspension ¢ 

Mr. O’Harre. The executive council. That is the body of the gen- 
eral agents. 

Mr. Harpy. And then that’s an action of the association and not of 
the military? 

Mr. O’Harre. That’s correct. 

Mr. Harpy. So that actually that action doesn’t come to the atten- 
tion necessarily of Colonel Smith? 

Mr. O’Harre. Oh, yes, we give Colonel Smith that information, sir. 

Mr. Harpy. That a particular soliciting agent has been suspended ? 

Mr. O’Harre. Suspended from membership for that particular 
time. 

Mr. Harpy. Then his reinstatement is automatic ? 

Mr. O’Harre. Yes. 

Mr. Harpy. And it requires no action by the military except per- 
haps a temporary holdup of his permission to solicit or does the mili- 
tary dothat atall. Is it merely done by the association ? 

Mr. O’Harre. No, the military takes independent action. They 
may decide that the man would not be suspended. The man has his 
right of appeal to Headquarters, USAREUR. 
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Mr. Harpy. Do you know of any such plea ? 

Mr. O’Harre. I don’t know offhand, sir. 

Mr. Harpy. To the best of your knowledge, there has been no ap- 
peal to the military ¢ 

Mr. O’Harre. To the best of my knowledge, the people have taken 
their suspension and said, “All right, fine.” 

Mr. Harpy. And even an absolute banning? 

Mr. O’Harre. I don’t know about Munn and Burke. I haven't 
heard anything further on them, whether they went to Headquarters, 
USAREUR, or not. Icouldn’t say. I don’t know. 

Mr. Harpy. I think it might be interesting, Mr. Chairman, if we 
had a listing of all those by individuals together with information as 
to what action was taken. Actually, this information concerning the 
misconduct comes directly to your attention, does it not, Mr. O’ Haire? 

Mr. O’Harre. Yes, sir. 

Mr. Harpy. Do you call a meeting of your executive council in con- 
nection with those cases ? 

Mr. O’Harre. It is taken up at the executive council. However, I 
do call the president as soon as the information comes to me. That is 
my duty, to pass on the word to the officers such as the president and the 
vice president and then in turn make the appointment of one agent to 
look into the matter and report further. It may be that it is rumored 
that somebody did something in a particular area, misrepresented a 
policy, or he didn’t have a letter of authorization, and we look into 
that such as we have recently done in the Nuernberg area. We heard 
that two agents apparently didn’t have letters of authorization, and 
the general agent nearest that area, from another company of course, 
went in and talked to the officer in question and it developed that these 
two men had been listed on the bulletin board but their letters of au- 
thorization had expired. They weren't working in that organization 
but they had to get new letters before they went back in there so it 
wasn't necessary to have a full investigation made of that matter, and 
there are a number of instances like that. 

Mr. Harpy. Do you conduct investigations / 

Mr. O’Harre. Where the one agent goes out—that is referred to asa 
preliminary investigation. He finds out if there is any merit to the 
report or if it is a complaint. He determines “Yes, it is,” or “This is 
so.” The president then—assuming that there is a violation and it 
demands an investigation—a board is appointed and they go there as 
a committee from the association and they talk with all of the people 
concerned. They don't like to disrupt the organization. They make 
an appointment and go and talk with the officers and with the enlisted 
men. 

Mr. Harpy. So an investigation is made at your discretion by an- 
other soliciting agent ? 

Mr. O’Harre. No, another general agent, Mr. Hardy. 

Mr. Harpy. Sothata general agent of another company investigates 
the conduct of a soliciting agent who is not subordinate to him; is that 
correct 

Mr. O’Hatre. That’s true. 

Mr. Harpy. And then he files a report with you ? 

Mr. O’Harre. Yes, sir, for the executive council. 

Mr. Harpy. And on the basis of that report, you make a recom- 
mendation to the officers of the association ? 


138 SALES OF COMMERCIAL LIFE INSURANCE 


Mr. O'Hare. Yes,sir. The investigation committee. Iam assum- 
ing now there are three. They make a recommendation to the execu- 
tive council, all of the general agents together. 

Mr. Harpy. The investigation committee—do they ever actually 
meet ¢ 

Mr. O’Haire. Yes, sir. There is a meeting of this association on 
the first day of every month of the year. 

Mr. Harpy. Where does the investigating committee meet / 

Mr. O'Hare. When there is an investigation to be made, they meet 
at Frankfurt or a control point, and they carry out the investigation. 
They report back and give me all of the records and the information 
and direct the report that is to becompiled. They report back. They 
each make out their own notes on it and we make out a continued re- 
port which is given to the executive committee at its meeting. 

Mr. Harpy. Well, now, as a matter of fact, isn’t their action based 
pretty much on your presentation ¢ 

Mr. O’Hatre. No. 

Mr. Harpy. It is not? 

Mr. O’Hatre. No. 

Mr. Harpy. It is based on them ? 

Mr. O’Hairr. Their independent thinking. 

Mr. Harpy. The individual agents, do they pay dues ? 

Mr. O’Hatre. No, sir. 

Mr. Harpy. They merely have a membership card ? 

Mr. O’Hatre. Yes, sir. 

Mr. Courtney. Do the general agents pay dues? 

Mr. O'Hare. They pay dues through the company but the com- 
pany pays the $100 which is for the general agent. 

Mr. Courtney. Well, then, the total contribution made for a com- 
pany and its agents, as many as they have, is $1004 

Mr. O’'Hatre. It’s $100. 

Mr. Courrney. And for that, everyone connected with the com- 
pany received whatever licenses are necessary from you or from your 
association 

Mr. O’Hatre. Yes, sir. They have membership in the association 
for that. 

Mr. Courtney. Now, do you investigate or examine into the ethical 
standards and conduct of the agents of various companies which are 
participating members in your association ? 

Mr. O’Hatrr. We investigate the conduct of every agent on whom 
we have any sort of report. We don’t run an independent investiga- 
tion on different agents, a spot check on them; no, sir. 

Mr. Courrnry. Do you consider anything else other than their 
ability to sell insurance ? 

Mr. O’Harre. Well, I'll put it this way. Some companies run a 
check on their agents. Some do not. The company investigates the 
agent and appoints the agent and assumes responsibility for the con- 
duct of the agent. 

Mr. Courtney. And that’s where your association stops, is that 
right 

Mr. O’Hairr. No, T wouldn't say that. We in turn hold ourselves 
responsible for the conduct of the agents who are working here. In 
other words, in USA REUR Headquarters in Germany. 
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Mr. Courrney. Are any of these agents bonded ¢ 

Mr. O'Harre. I don’t know. I don’t know of any that are. 

Mr. Courtney. So your answer then on the basis of your informa- 
tion would be none of them are bonded / 

Mr. O’Haire. None as far as I know. 

Mr. Courtney. Now, Mr. O’Haire, you have no complaints about 
the moral conduct or police infractions of members of your asso- 
ciation, individual members ? 

Mr, O’Hatre. Yes; but that predates the date you fixed. That goes 
back prior to September 1 or August 24, 1953. 

Mr. Courtney. Were any of those members suspended because of 
moral or ethical violations other than those related to the sale of 
insurance ¢ 

Mr. O’Haire. Yes. We suspended one man from membership. We 
received a report from the provost marshal’s office at Karlsruhe that 
the man had cashed a bad check which came to my attention through 
the American Express and which I personally paid. It was only in 
the amount of $10. I was reimbursed from his general agent. How- 
ever, we conducted an investigation on the man, and as a result of 
the investigation, we asked him to turn in his membership card and his 
membership was revoked. I might say that the provost marshal 
recommended in fact that we look into this man, the provost marshal 
from Karlsruhe area. 

Mr. Courtney. Now, Mr. O’Haire, coming to your representation 
of the slot-machine industry, you are the attorney for the Automata ¢ 

Mr. O’Haire. A G. m. b. HL, sir. That’s a German company of 
limited lability. 

Mr. Courtnry. Who are its owners? 

Mr. O’Harre. The owner is Mr. J. 'T. Duce. 

Mr. Courtney. Is he a German national ¢ 

Mr. O’Haire. He is an American. 

Mr. Courtney. Anyone else own anything in it? 

Mr. O’Harre. Well, Mr. Duce in turn has two other partners, his 
brother Mack D. Duce and George Prock. 

Mr. Courrney, Are they Germans? 

Mr. O’Hatre. They are both Americans and they together—they 
are the officers of General Distributing and Exporting, Inc. That is 
Dallas, Tex. 

Mr. Courtney. That is the second company. That is a Dallas, 
Tex., company ¢ 

Mr. O’Harre. Yes. They were the owners of the machines before 
they sold them to the Air Force. 

Mr. Courrney. Now, you handled all of the arrangements for these 
companies ¢ 

Mr. O’Harre. Yes, sir. 

Mr. Courtney. The Texas company and the German company in 
connection with the exportation of some slot machines ? 

Mr. O’Harre. Well, the importation is separate and apart from any 
legal assistance that I give them. In other words, I draft all their 
contracts. [advise Mr. Duce as to how to become a Division Inlander, 
and I arranged to have Automata set up by a German attorney at 
the request of Mack Duce and George Prock. J.T. Duce at that time 
was here. He was a member of the Armed Forces. He was a master 
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sergeant. He was with AFN, and the company was set up after he 
was separated from the service and he registered with the German 
police and with the German Finance Office. He is a Division Inlander 
and he has a license and he is an officer in a German company and 
he pays German taxes and he meets all of the German requirements. 

Mr. Hess. What is AFN? 

Mr. O’Haie. That is the Armed Forces Network. It is the radio 
station we have here, sir. 

Mr. Harpy. Was the sergeant engaged in the slot-machine business 
while he was on duty ? 

Mr. O’Haire. No; the slot machines have been in Antwerp, Belgium. 
These slot machines came from the United States out of Houston, 
Tex. They were the subject of a lawsuit and they had to be exported 
in January of 1953 and they had at that time 180 days to get the slot 
machines outside of the continental limits of the United States. It 
was a Federal court and Mr. Prock and Mack Duce who was J. Duce’s 
brother were already setting up, among other things, a warehouse 
for the slot machines. Now, they had done business here with another 
American who had a company at Brussels in Belgium and they had 
sold him music boxes and he had in turn exported some music boxes 
into Germany and they were trying to get into the German market on 
American music boxes. Slot machines were not authorized. There 
was never any word of slot machines. While they were here at that 
time, there was no authorization for slot machines in USAFE or any 
place in Germany. While they were here, they met a shipper at 
Antwerp, Belgium, and through him they were able to ship the ma- 
chines without paying any freight. The machines left Texas. As I 
understand it, there was no money to pay freight. There was no 
freight-in paid on them and they were deposited at Antwerp where 
they were stored. Probably 6 months later came word of the Air 
Force authorizing the use of slot machines at officer and NCO clubs. 

Mr. Bray. Mr.O’Haire , how was that arranged to ship them from 
Houston, Tex., I believe you stated, over here, without paying freight? 

Mr. O’Hatre. Well, that was arranged with the German-American 
line who took the packaged item, the articles, the machines, loaded 
them and unloaded them in a bonded warehouse and as the machines 
were taken out of the warehouse the freight was paid on them at that 
time. 

Mr. Bray. But freight ultimately was paid? 

Mr. O’Harre. Oh, yes. Every machine that came out, the freight 
had to be paid as it was taken out of the bonded warehouse, but the 
German line gave them credit, in other words, for this shipment. It 
wasn’t paid for and it was paid after it was stored and after it was 
released. 

Mr. Bray. Do you know any of the details of this case of whereby 
slot machines were to be shipped out of the country? Was that in a 
Federal court ? 

Mr. O'Hare. That was in a Federal court. 

Mr. Bray. You don’t know the number and name? 

Mr. O’Hatre. No; it was in Houston, Tex., and there was a—the 
trial was in January 1953. The indictment upon motion was dis- 
missed. A prior commitment had been obtained from the Justice 
Department on these machines, which, when the time of moving them 
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came, was held to be invalid but nonoperative, and there was an order 
to confiscate the machines. They were moved into a Government 

varehouse and the case went to trial. The case was decided in favor 
of the defendants and they were given the period of time which I men- 
tioned, 180 days, to get the machines out of the United States under 
Public Law 906. 

Mr. Courtney. That accounts for 118 machines; is that right ? 

Mr. O’Hatre. I don’t know the figures and I had nothing to do with 
that particular operation. I have never handled an EC form 69 
and I have never seen one for the machines. I know as they got 
them—as they sold the machines—I had the sales contracts—as the 
machines were sold, the clubs gave an EC form 69 which is nothing 
more than an import license granted by the German authorities to 
the American Forces where they bring in any of their own property 
which they buy outside. 

Mr. Courrney. Then you had nothing to do with the preparation 
of any of those forms 69? 

Mr. O’Harre. That is correct, sir. 

Mr. Courrney. Did you have anything to do with the transporta- 
tion of any of these machines in Air Force planes? 

Mr. O’Harre. Did I have anything? No, sir. 

Mr. Courtney. Did you consult with anybody with respect to that 
kind of transportation ¢ 

Mr. O’Hatre. No. That arrangement was made by Mr. J. T. Duce 
who talked with Colonel Marshall who was out at Rhine Main and the 
clubs made arrangements to pick up their machines at Rhine Main 
and the clubs—if it was a routine flight they took them out by plane 
or if it was a truck, whatever they had to go, they went there and 
picked them up. 

Mr. Courtney. How was delivery made from Antwerp to Rhine 
Main? 

Mr. O'Hare. They were shipped down by mail to Schenker & Co 
That is a transport firm. They are the shippers, and they delivered 
them here in Frankfurt to Automata G. m. b. H., and they represented 
Automata G. m. b. H., which was J. T. Duce. He went and gave the 
customs the form 69 because they were to be used by the Air Force and 
the machines were released to the Air Force. 

Mr. Courrkey. And this Mr. J.T. Duce now is the former sergeant ? 

Mr. O’Harre. Yes, sir. 

Mr Courtney. He is still doing business here in this community ? 

Mr. O’Hatre. Yes. His firm is a German firm and he does—the 
firm was chartered originally to go into the music-box business and 
he still engages in that business and he pays the regular customs on 
German machines and he gets the German import license or German 
release or whatever is necessary and he complies with it. 

Mr. Courtney. Now, were the machines from Antwerp, the exiles 
from Texas, were they the only machines involved in your relationship 
with this company ? 

Mr. O’Hatre. Yes, sir. 

Mr. Courtney. You don’t recall the number? 

Mr. O’Hatrz. No. I have seen a list of the machines that came in. 
I mean a compilation of the machines. 

Mr. Courtney. You don’t know how many were sold to the Air 
Force ? 
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Mr. O'Hare. No. I know where the records are. Mr. Duce has all 
the records of each machine and I know that there are sales contracts 
of them of which they have the copies at Automata and they list the 
serial number of the machine. 

Mr. Courtney. You don’t know, then, how many found their way 
into the Air Force ¢ 

Mr. O'Hare. Well, they all found their way into the Air Force, 
as far as I know. 

Mr. Courtney. The total consignment found its way into the Air 
Force ¢ 

Mr. O’Harre. Everything that was released here was released to 
the Air Force and the Air Force only. 

Mr. Courtney. Could you get the number of that and tetal amount 
of money involved and supply it for the record / 

Mr. O'Hatre. All right, sir. Let me understand it. I will get you 
all the machines together with the serial numbers—— 

Mr. Courtney. Just the total number and the total amount involved 
and supply that, will you, by letter, for the record. Now, I make the 
assumption in making that request that this matter was under your 
guidance as counsel for the company. 

Mr. O’Hatre. I acted as attorney for the company; yes, sir. That 
is correct. 

Mr. Courtnrey. Now, at the time this transaction oecurred—let me 
see—that was when—January of what year? 

Mr. O'Hare. That was all in 1954. 

Mr. Courtney. All in 1954? 

Mr. O’Hatre. Now, the machines came over in 1953. That started 
in January 1953. 

Mr. Courrney. All this occurred in January 1954; did it not? 

Mr. O'Hairer. No; I wouldn't say that. It occurred beginning in 
January and continuing in February, March, April, and now the Air 
Force—some clubs bought machines since that directly from the United 
States. Automata G. m. b. H. is the European distributor for Mills 
Novelty Co. and also for the Jenks Machine Manufacturing Co. 

Mr. Courtney. Now, in January when these sales were going on, 
vou had quite a row with a competitor; didn’t you ¢ 

Mr. O'Hatre. Did 

Mr. Courrney. Yes. 

Mr. O'Hare. I didn't. 

Mr. Courtney. Did your company have quite a bit of difficulty with 
a competitor 

Mr. O’Haire. Well, I know the background. J.T. Duce, who was 
here, was approached for the machines that were at Antwerp or for 
some number of machines at Antwerp. 

Mr. Courrney. By whom / 

Mr. O'Hare. By Stuart W. Reichstein and by Arthur Friedman. 

Mr. Courtney. Now, who was Friedman, for the record ? 

Mr. O’Harre. Friedman is an attorney who has an office in Frank- 
fort on the Main. 

Mr. Courtney. What happened after this approach was made? 

Mr. O'Hare. As the facts were related to me, Friedman and Reich- 
stein approached Duce saying that they heard that he had machines 
or his brother’s company had machines at Antwerp. They said that 
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they were going to have an exclusive on all the machines for the 
United States Air Force and they were going to give him the oppor- 
tunity of selling his machines to them so that it wouldn’t be necessary 
for them to go back to the United States and pick up the machines 
there. Duce, together with Stuart Reichstein, went to Antwerp. I 
had been in the United States in December of 1953 when apparently 
these first contacts were made but the only instructions that they ever 
insisted upon Duce was he would not bring this to my attention. They 
knew that I was a lawyer for George Prock and his brother, Mack 
Duce. They said, “O’Haire is not to know about that. That is the 
one condition.” 

Mr. Covurrney. Condition for what / 

Mr. O'Hare. That they would buy his machines. 

Mr. Courtney. Provided you didn’t know anything about it? 

Mr. O'Hare. Provided I didn’t know anything about it whatso- 
ever. So, he went, unknown to me, and I had handled this thing over 
a year without any payment of fee. He went to Antwerp together 
with Reichstein, and Reichstein paid $4,000 on the machines. That 
was the freight on a number of 21 machines. 

Mr. Courrney. Now, you knew nothing about this in January? 

Mr. O'Hare. I knew nothing about that until the machines came 
into Frankfort and Duce found that Reichstein had picked up the 
machines and taken them out of customs and he was there without 
any machines. That is when he came to me, when that argument 
started. 

Mr. Courrney. Fix the time of that. 

Mr. O’Harre. I would say around the middle of January 1954. Duce 
had discussed this with another gentleman who had been there when 
they talked with Friedman, Mr. Borelli. 

Mr. Courtney. Who is Borelli¢ 

Mr. O’Hatre. He was a friend of Duce’s and he introduced Reich- 
stein and Friedman to Duce. The meeting took place about 2 or 5 
o'clock in the morning in Duce’s house when they went there to wake 
him up to tell him about the great thing they had. 

Mr. CourtNry. What? 

Mr. O'Hare. The great thing that they had was that they were 
going to buy his machines. That was in January, and when they were 
looking for nothing else but to sell the machines. Duce came to me on 
the advice of Borelli who said—well, that is something else—he felt 
partly responsible. He said, “Why don’t you tell O’Haire/” He 
came to the house. It was on a Saturday afternoon. I told him he 
was foolish to believe any of these stories, and his brother’s instruc- 
tions and the rest of them were they had been selling machines in Den- 
mark, South America, and Japan. These machines were a headache. 
They were very happy to sell them and I called his brother from my 
telephone. That was in January. His brother told him not to sell 
any of those machines to anybody at all; that his brother would be 
coming over and that his brother did come over. 

Mr. Courtney. But at that time Duce had actually sold 24 ma- 
chines, hadn't he? 

Mr. O’Hatre. Well, that’s a very good question, whether he sold 
them. He had agreed to take with Reichstein, together 21 machines 
and he was supposed to be in the arrangement but those machines got 
out of his hands. 
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Mr. Courrney. For $4,000? 

Mr. O’Haire. For $4,000. 

Mr. Courrney. They got into Reichstein’s hands? 

Mr. O’Haire. That’s right. 

Mr. Courtney. All without your knowledge ¢ 

Mr. O'Hare. All without my knowledge. 

Mr. Courrney. And without the payment of any fee to you for prior 
services ¢ 

Mr. Yes, sir. 

Mr. Courrney. When you received the information as to what had 
gone behind your back with your client, Duce, what did you do? 

Mr. O’Hatre. Well, I called his brother. Actually, Duce was not 
the owner of the machines. I mean, they were owned by the General 
Distributing, which was Mack T, Duce and George Prock, and I had 
represented rthem. I met them through Duce prior to that time here 
in Frankfurt. 

Mr. Courrnry. Well, to put it in more direct language, when you 
found out you had been double-crossed, what did you do, without the 
machines and without the fee ¢ 

Mr. O’Harre. Well, there were 21 machines, and the first thing I 
did was to call his brother and have him explain it and then I talked 
to his brother about it and he came over here. He said he would and 
he did. They had the machines and these machines were—lI have cor- 
respondence on them from the attorney for Mr. Reichstein who wrote 
to me as the attorney for General Distributing & Exporting. 

Mr. Courtney. What date is that letter? 

Mr. O’Hatre. March 5, 1954. 

Mr. Courrnry. After that, did you have an altercation with Reich- 
stein ¢ 

Mr. O’Harre. I never had any altercation with Reichstein. 

Mr. Courtney. Did you exchange words ? 

Mr. O’Hatirr. With Reichstein ¢ 

Mr. Courrnry. Yes. 

Mr. O’Haire. No, sir. 

Mr. Courtney. Have you ever talked to him about this subject ? 

Mr. O’Haire. No, I have never talked to him about the subject. 

Mr. Courrney. When, after the information with respect to the slot 
machine incident which you have just referred to, did the investigation 
occur concerning Colonel Marshall and another Air Force colonel con- 
cerning the purchase of these machines‘ You are familiar with that 
investigation ¢ 

Mr. O’Harre. Not directly. I know that it happened sometime last 
summer. 

Mr. Courrney. About the time that the discovery was made that you 
had been doublecrossed ? 

Mr. O’Haire. I have never met Colonel Marshall. 

Mr. Courtney. You knew of the investigation / 

Mr. O’Harre. I knew that there was an investigation but of alle- 
gations made by Mr. Reichstein that he was being denied the possi- 
bility of going into the business of selling machines to the Air Force. 

Mr. Courtney. Well, was he? 

Mr. O’Hatrre. Well, as a matter of fact, he had no machines to sell. 

Mr. Courtney. What became of the 21 machines? 
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Mr. O’Hairr. Those I believe he did sell. 

Mr. Courtney. So having got rid of 21, when he got in the market 
again he had no more machines to get / 

Mr. O’Hatre. He had no more machines to get here. He had to get 
his machines, I assume, from the United States. 

Mr. Courtney. In other words, he couldn’t buy any more from Mr. 
Duce? 

Mr. O’Harre. No. Mr. Duce’s brother came over and took over the 
business because that was not the property of Automata GmbH, but 
of General Distributing, and he, Mack T. Duce, sold the machines 
directly to the Air Force. 

Mr. Courtney. That was March of 1954/ What happened after 
that in your relations with Mr. Reichstein / 

Mr. O’Harre. Well, I had heard rumors to the effect that Mr. Reich- 
stein was going to kill me but he was going to kill a lot of other peo- 
ple. I frankly had no contact with him. I nodded to him as we walked 
on the street but he is not the type of person—TI saw people go up and 
try to shake hands with him and he turned his back on them and walked 
away. I wasn’t going to be embarrassed that way. I was very friendly 
to him. I nodded. He never came in to see me except once with two 
other gentlemen and that was about coming into the association with 
his company. He said that he represented Great Northwest Life 
Insurance Co, 

Mr. Courrnry. Now, in March of 1954. he represented another com- 
pany, did he not? 

Mr. O’Hatre. In March of 1954—I would have to look at the ree- 
ord. He terminated his agreement with National Educators and Mid- 
Continent, I believe in January. He worked for these companies. 

Mr. Courtney. In January of 1954? 

Mr. O’Hatre. I believe it was. 

Mr. Courrney. Wasn’t it, in fact, later, now, Mr. O'Haire? 

Mr. O’Harre. Well, I would have to talk to Mr. Bartlett. He has 
got the release check if it is February—I know that Mr. Bartlett talked 
with Reichstein directly after the Christmas holidays of last year. 

Mr. Courtney. Let me help you a little bit. Wasn't it April of 
1954 

Mr. O’Hatire. No. I believe he went back into the business with 
American Standard in April of 1954. 

Mr. Courrney. At that time, he was licensed by your association ? 

Mr. O’Hatre. He was a member of the association back in, I guess, 
March of 1953. 

Mr. Courtney. And his company was a member of the association / 

Mr. O’Harre. And his company, which was National Educators and 
Mid-Continent. That was a member company of the association and 
still is. 

Mr. Courtney. Outside of the matter of the slot-machine incident, 
did you have any other differences with Reichstein ? 

Mr. O’Harre. Well, I had to call him one time. He got into 
apparently a street fight. 

Mr. Courtney. When and where? 

Mr. O’Hatre. Oh, that was—prior to the date line that you fixed— 
that was probably in June or May or June of 1953. 

Mr. Courtney. 1953, long before the issuance of this order? 
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Mr. O’'Hatrre. Yes, sir. 

Mr. Courrney. Did you have knowledge of the police action in that 

nase 

Mr. O’Harre. I knew that there was some police action in that case. 
Yes, sir. 

Mr. Courrney. And you took occasion to call him ? 

Mr. O'Hare. I took occasion to call him only because he was a 
member of the association and I asked him to refrain from this type 
of conduct; that it had come to the attention of the association that 
there had been a street fight and he was in it, chasing somebody in 
the street, and one of the other agents was in an apartment that he 
broke into. 

Mr. Courtney. Did you discipline him for that conduct in the 
association / 

Mr. O’Haire. No, I didn’t. I knew that he took offense at my 
calling him. However, he felt that his honor was at stake and he 
told me that he expected to get back with the gentleman that struck 
him, and I said well if he would even the score on the matter of 
principle and honor I would appreciate it very much if he didn’t pick 
the streets of Frankfurt to do so. 

Mr. Courrnery. Well, you found nothing that required discipline 
in your association as a result of your knowledge of that incident, did 
you? 

Mr. O'Hatre. No, I didn’t. 

Mr. Courrnry. As a matter of fact, he continued on all during 
1953, did he not? 

Mr. O'Hare. That’s right, and I can say further that we had a 
meeting. There was a hearing on an argument that took place out 
in the kaserne and he claimed that people came in there where he was 
working and that they didn’t have the authorization. We looked into 
the matter and that was the case where we suspended two agents. 

Mr. Courtney. When was that? 

Mr. O'Hare. That was, I would say, August of 1954. 

Mr. Courtney. 1954? 

Mr. O'Hare. 1953. My mistake. At that time, he rushed from 
one table to another and he was going to kill two of the agents. He 
was quite a problem. 

Mr. Harpy. How long had he been a problem ? 

Mr. O'Hare. Frankly, ever since I can recall, and that was the 
time that this street fight started. 

Mr. Harpy. You mean he was going to threaten to murder people? 

Mr. O’Hatre. He we 

Mr. Harpy. And ae r did nothing about that? You let him con- 
tinue to carry a card of membership in the association ¢ 

Mr. O’'Haire. He was not a member of the association. 

Mr. Harpy. But as a soliciting agent, he was? 

Mr. O’Harre. As a soliciting agent he was, but later on he came in 
and sold for a company but he wasn’t a member of the association. 
He was listed as an agent of the company. He didn’t want anything 
to do with the association. 

Mr. Harpy. When did that take place? I thought the previous 
testimony indicated that most of the time, if not all of the time he was 
a soliciting agent, he was in good standing with the association. 
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Mr. O’Hatre. Well, this took place in 1953 and he wouldn't attend 
any association meetings after that and that was in the summer of 
19538. Up until that time, until this argument started, he had asked 
for American Standard, and then he sold some policies for Great 
Northwest. This is before the association came into existence. 

Mr. Harpy. When did the association come into existence again ? 

Mr, O’Hatre. In the end of February or the beginning of March 
1953. 

Mr. Harpy. You just testified a moment ago, at least I thought you 
cid, that he was a member of your association in August of 1953, at 
the time of the street fight. 

Mr. O'Hare. He was. 

Mr. Harpy. And you did not suspend him for his action in that 
vase 

Mr. O’Haire. He wasn’t suspended in that case. 

Mr. Harpy. You referred also to an incident that took place in the 
kaserne. You said that he threatened to kill 2 other agents but in- 
stead of suspending him you suspended the 2 agents that he threatened 
to kill? 

Mr. O’Hatre. That was at the hearing. He threatened to kill later. 
He started for them. We had to come in between them. There was 
almost a fight at the meeting and then he later excused himself. He 
can’t control himself and 

Mr. Harpy. I didn’t know that people went around making mur- 
derous threats with absolutely no action being taken against them and 
their still being considered to be in good repute and good standing 
with an association which had the high ethical standards which you 
claim for yourself and yet you let a fellow like that continue to carry 
his card. 

Mr. O’Haire. This was a personal feud that he had with another 
agent. 

Mr. Harpy. When did you first learn that he was threatening to 
murder you? 

Mr. O’ Haire. Oh, somebody told it to me. I didn’t take it seri- 
ously. I heard he was going to kill this other agent and he behaved 
himself when he went out on the different kasernes. He was well 
received by the officers. I checked upon occasion and he behaved 
himself there. 

Mr. Harpy. As a matter of fact, you didn’t place any significance 
in the rumor at all, did you? 

Mr. O'Hare. Frankly, no. I knew he wouldn't kill me. 

Mr. Harpy. So these reports that have been tossed around here that 
Reichstein was going to kill people had no real substance 

Mr. O'Hatre. As far as killing me was concerned, they had no sub- 
stance. 

Mr. Harpy. Insofar as your association was concerned, threats of 
that kind that were allegedly made were not sufficiently significant to 
justify suspension / 

Mr. O’Hatire. They were considered not to have any substance. 
They were not taken too seriously. 

Mr. Harpy. So if subsequent action was taken based on such threats, 
it was contrary to previous action which had already considered such 
threats? 
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Mr. O'Hatre. Well, he picked up momentum as he went along. 

Mr. Bray. I would like to er # this. You stated that 2 agents 
got in his kaserne selling insurance, that they had no authorization, 
and those 2 agents were suspended. Is that right? 

Mr. O’Hatrr. Yes. 

Mr. Bray. And was that the same two agents, you said you had a 
meeting and he threatened to kill them ? 

Mr. O'Hatre: Yes, sir. 

Mr. Bray. And he threatened to kill two agents and you took no 
action against Mr. Reichstein ? 

Mr. O’Harre. Yes. 

Mr. Bray. But you did suspend the two agents? 

Mr. O’Harre. For another reason. 

Mr. Harpy. Which was considered to be of more or greater signifi- 
cance than the threat to murder ? 

Mr. O’Harre. Well, Mr. Hardy, the way that happened: I’m trying 
to give you this as I recall it, frankly. The two agents went into an 
area where he was and he said that they were there without an author- 
ization. I went out and talked to the commander of the unit, a captain, 
and he said they came in there. They claimed they talked with the 
commander prior to that time and with the CQ. They went in and 
worked there and then Reichstein turned them in. 

Mr. Mitier. They were not the agents you accused a few minutes 
ago of twisting policies? 

Mr. O’Hatre. No, sir. These were two agents of Service Life and 
Mr. Reichstein had an argument with Mr. Ellis of Service Life, the 
general agent, and every time they got together there was a “boom.” 
I found out in the course of the investigation that the two agents 
had a—I wouldn’t say an argument—not even heated discussion—but 
didn’t talk to the captain and the first lieutenant in the manner in 
which they had to as members of the organization. 

Mr. Harpy. Let’s get to the bottom of this. You found out that the 
evidence supported Reichstein’s contention, is that correct ? 

Mr. O’Hamer. No. It was a question that we clarified. They did 
have authorization. They had a letter from the unit but they didn’t 
go in. They went in in the evening, I would say, 8 o’clock, and they 
had not cleared that day in the afternoon which they ordinarily would 
do. They would go in the afternoon and tell the commanding officer 
that they would like to come to his area in the evening, that they would 
have prior clearing. 

Mr. Harpy. The evidence supported Reichstein ? 

Mr. O’Hatre. No. 

Mr. Harpy. Well, why did you suspend them ? 

Mr. O’Harre. Because they didn’t behave as they should with the 
officer after this transpired. 

Mr. Harpy. You suspended them for something that took place 
later ? 

Mr. O’Harre. About the following day. During the same period of 
time and in the same area with the same officer. 

Mr. Harpy. You suspended those two? 

Mr. O’Haire. I didn’t. The executive council did. 

Mr. Harpy. All right, I’m using you synonymously right now with | 
the association. The executive council suspended them based on your 
recommendation ? 
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Mr. O’Haire. Not on my recommendation. On my report, sir. I 
made no recommendation. 

Mr. Harpy. You made no recommendation in your report? 

Mr. Yes, sir. 

Mr. Harpy. Now, shortly thereafter there was some mention of a 
threat on the part of Reichstein to murder these two salesmen; is that 
right ¢ 

Mr. O’Harre. He said that he was going to kill one or both of them. 

Mr. Harpy. Did that come to your attention / 

Mr. O’Harre. I heard about it, yes. 

Mr. Harpy. And did you have some kind of conversation with the 
executive council about it ¢ 

Mr. O’Haire. No. I talked with his general agent. 
Mr. Harpy. You talked with his general agent, but you didn’t con- 
sider that of sufficient importance. You didn’t consider that of as 
much gravity as you considered a breach of propriety on the part of 
these other two agents‘ The same two agents. 


‘ _Mr. O’Haire. What happened is we excused Reichstein in that par- 
ticular case. He was heated 
Mr. Harpy. In other words, in August of 1953 you sided with Reich- 


stein twice in connection with the same incident 

Mr. O’Haire. Let me put it this way. I found when I went out 
there and talked that Reichstein was not at fault in that kaserne. 
He was well received and I made that report. When these two agents 
went back, they had been in there and then came back the next day 
to straighten out their own affairs, they had some discussion—half 
an argument with the officer which he reported. I reported to the 
executive council and on that they were suspended for 2 weeks for 
their conduct to an officer. 

Mr. Harpy. The point I am trying to make is this. This took place 
in the summer or early fall of 1953 ¢ 

Mr. O’Hatre. That is correct. 

Mr. Harpy. You and Mr. Reichstein at that time were on reason- 
ably good terms ¢ 

Mr. O’Hatrre. | talked to him and went out there and met him at that 
kaserne at that time and spent 20 minutes to a half an hour with him 
and he introduced me to some of the other people and I at that time 
determined that he was well received there and he had been conducting 
himself as a gentleman and I made a report of that fact to the com- 
inittee. 

" Mr. Harpy. So you and Mr. Reichstein were on good terms at that 
particular time and there was no real difficulty between you and your 
difficulty didn’t arise until the matter of the slot machines came up 
and he apparently double-crossed you ¢ 

, Mr. O'Hare. No, Mr. Reichstein didn’t appreciate the fact that I 
called him on the street. fight. That was No. 1. 

Mr. Harpy. That was 1953. But you excused him for that? 

Mr. O’ Haire. | was talking to him during this period of time. I 
never ceased talking to Mr. Reichstein. He ceased talking to me and 
after he came back—he came back in the association. After he got 
out of the slot-machine business he came back into the association at 
that time with American Standard. However, he wanted to become a 

. general agent and then he notified and resigned from the association. 
However, he wanted the privilege of selling insurance and he con- 
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tinued to sell for a company, although outside. He wanted nothing 
to do with the association. 

Mr. Harpy. When was that? 

Mr. O’Harre. That would be in the spring of 1954, Mr. Hardy. 

Mr. Harpy. That was actually while he was trying to work out a 
general agency arrangement / 

Mr. O'Hare. That is correct. He was working out a general agency 
at the time and he was selling for American Standard of Fort Worth, 
Tex., a company that he had come over here with originally about 2 
years prior to that. 

Mr. Courrney. Now his company, the Great Northwest, advised you 
that it would decline to take out membership in your association / 

Mr. O'Hare. Never. 

Mr. Courtney. Asa matter of fact, they withdrew from the associa- 
tion ? 

Mr. O’Haire. We never had any official notice. Mr. Reichstein 
served notice that he was withdrawing from the association. 

Mr. Courtney. So the Great Northwest, at some time along this 
line ceased to pay dues to the association ¢ 

Mr. O’Harre. The Great Northwest had ceased to pay dues in, I 
think, May of 1953. 

Mr. Courtney. May of 1953. 

Mr. O’Harre, They paid 2 months. 

Mr. Courtney. Then Reichstein came along with a contract for a 
general agency for that company in what month ? 

Mr. O’Harre. During the spring of 1954. I don’t know whether it 
was Aprilor May. In around there, I would say. 

Mr. Courrney. That was after the slot-machine incident? 

Mr. O’Haire. After the slot-machine incident. 

Mr. Courtney. Now, did you communicate to Colonel Smith the 
knowledge of the police incident or of any of the other incidents that 
you have referred to here in your testimony after they occurred 

Mr. O’Harre. Actually, when that occurred 

Mr. Courrnry, Let me finish the question, please. After the inci- 
dents came to your attention, did you communicate the information 
to Colonel Smith either orally or officially by letter ? 

Mr. O’Harre. No, sir. Colonel Smith was not here at the time. It 
was Colonel Dyson. 

Mr. Courrney. Did you report it to Dyson? 

Mr. O’Harre. I don’t recall, sir. I didn’t report it by—there is 
nothing in the files. I didn’t report it by letter. 

Mr. CourrNney. Did you report any of these incidents later when 
the subject of Reichstein came up to Colonel Smith and he applied for 
a new license? 

Mr. O'Hare. I talked with Colonel Smith about during that par- 
ticular time I was asked by—I was asked by Earl Carroll, who was the 
attorney for Reichstein, and through Reichstein was the attorney for 
the Great Northwest. I don’t believe he was the attorney for the Great 
Northwest directly. He was the attorney for the agent appointed by 
Great Northwest and he asked about my files, if there was anything 
derogatory, and I told him that there were a number of things that 
happened with Reichstein, I am sure, but as far as the files were con- 
cerned he had never been found violated. In other words, he had. 
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never been suspended and he had never been banned from the asso- 
ciation. 

Mr. Courtney. In other words, all of the conduct that you have 
had knowledge of of Reichstein that you have recited here in your tes- 
timony was not in your opinion ever cause for discipline by your 
association ? 

Mr. O’Haire. There was no discipline taken. I'll tell you that, sir. 

Mr. Courrney. Well, that’s the fact? 

Mr. O’Harre. Yes, sir. 

Mr. Courtney. With all this knowledge on your part? 

Mr. O’Harre. I was not the one to do it. The president of the asso- 
ciation was general agent. 

Mr. Courrnry. Well, then, we've got the situation where another 
attorney represents Great Northwest Life Insurance Co. and the com- 
pany is not a member of your association and the agent for whom you 
found no cause for discipline is for the reasons which were fully 
within your knowledge refused a license on the grounds that he was 
not a proper person to have an insurance license in this command. 
What is the opinion of your association on that action ? 

Mr. O’Hatre. We approved it. 

Mr. Courtney. If you approved the action of the command in this 
instance, why did you not take disciplinary action when these offenses 
came to your knowledge, if they were offenses / 

Mr. O’Harre. He was a soliciting agent and not a general agent. 
His general agent assumed responsibility for him. 

Mr. Courtney. Is there any difference? 

Mr. O’Harre. Oh, ves, there is. 

Mr. CourrNney. What is the difference? 

Mr. O’Hatre. Well, it is like being a head of a family, a father, and 
being a member of the family, one of the brothers. 

Mr. Courtney. That is a relationship of parent and child, but 
where does that exist in the sale of insurance 4 

Mr. O’Harre. Well, the general agent is responsible to the other 
members of the executive council for the conduct of his agent. 

Mr. Courtney. As a matter of fact, you got another general agent 
who was involved in a police incident here, haven’t you’ A member 
of your association in a street altercation. That is within your 
knowledge, isn’t it ¢ 

Mr. O’Hatre. A general agent? 

Mr. Courtney. Yes, sir. 

Mr. O’Hatre. Offhand, no. 

Mr. Cocrrney. Well, what about a soliciting agent 4 

Mr. O’Harre. There has been no report that ever came to me from 
the German police. 

Mr. Courtney. Well, have you ever sought any information from 
the German police? 

Mr. O’Haire. No, I have not. 

Mr. Courtney. You don’t know of any such instance? 

Mr. O’Harre. A general agent in a street fight or a soliciting agent é 

Mr. Courtney. Either one of them. Would you like to search your 
files before making your answer ? 

Mr. O’Haire. We have never taken any action. Nothing ever came 
to me as a report on any agent. 
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Mr. Courtney. Have you sought any information as you did in the 
case of Reichstein ? 

Mr. O’Haire. The case of Reichstein came up, but the woman con- 
cerned called me and asked me if I would not please call Stuart Reich- 
stein so it wouldn’t become a police activity. I called him and only 
after that did it go to the attention of the police. 

Mr. Courtney. You don’t know of any other incident with respect 
to any other agents licensed by your association ? 

Mr. O'Hare. Well, I don’t say that there are none, frankly. 

Mr. Courtney. Did you tell Reichstein if he would join your asso- 
ciation with his company that he would be authorized to do business 
in this command? 

Mr. O’Hatre. Did I tell Reichstein; no. 

Mr. Courtney. “Yes” or “No.” 

Mr. O’Hatre. No. 

Mr. Courtney. Did you have any conversation on that subject ? 

Mr. O’Hatre. No. 

Mr. Courtney. Did you indicate to Colonel Smith that if Reichstein 
joined the association—rejoined the association with his company— 
that you would be responsible for his conduct if he were given a 
license 

Mr. O’Hatre. No, sir. 

Mr. Courtney. You have no recollection of that? 

Mr. O’Harre. No, sir. I never said that I would be responsible for 
his conduct. 

Mr. Courtney. Didn’t you in fact write a letter to Colonel Smith 
on that subject ? 

Mr. O’Hatre. I wrote a letter to Colonel Smith indicating that as 
far as the association was concerned, there were no listed violations 
against Mr. Reichstein and that he could come back into the associa- 
tion as a soliciting agent if he saw fit. 

Mr. Courtney. And at that time you had knowledge of all the in- 
stances you referred to in your testimony / 

Mr. O'Hare. That is right; I had. 

Mr. Courtney. And found no reason in them for suspending the 
license ? 

Mr. O’Harre. That is right. 

Mr. Courtney. And yet you approved the action of Colonel Smith 
in banning this man from the command ? 

Mr. O'Hare. Yes,sir. Mr. Reichstein came to my office one day to- 
gether with George Ashley, who was then his general agent, and Mr. 
Turner, who had been his general agent. Reichstein wanted to talk. 
They called me up. They were downstairs and they said, “Can we 
come up and talk about Reichstein,” and I said, “Certainly, fine,” and 
they came up and Mr. Reichstein apparently was expected to say, 
“Well, I would like to make some arrangements,” or “We would like 
to get this matter straight if we can,” and so forth. 

Mr. Reichstein said, “1 would like to have a financial statement from 
the association,” and he said, “I want to say something about Mr. 
McGonigle,” who was with Mr. McAllister, a personal friend of mine, 
the first president of the association and a former agent of the Great 
Northwest. I told him that he was welcome to our monthly state- 
ments. However, this matter about the $100 payment between the 
company and me, I would have to check with those particular com- 
panies to see whether they wanted to disclose the fact that they had 
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paid me this amount of money. I had also been informed beforehand 
that Mr. Reichstein was to get, or Mr. Carroll, wanted a financial 
statement from me so that he could use it for whatever purposes he 
saw fit. 

Mr. Courtney. Mr. O’Haire, I place a photostat of a letter before 
you. Will you examine it, please, and state whether you received a 
letter of that tenure through the United States mails? 

Mr. O’Harre. | have the original of that letter, sir. 

Mr. Courrnry. You have it without the deletion or with the dele- 
tion? 

Mr. O’Harre. I have it with the deletion. I made the deletion at 
the instruction of Colonel Smith. 

Mr. Courrney. When did he instruct you to make the deletion ? 

Mr. O'Hare. I would say on the same day that | received the letter. 
: made this deletion in the letter practically the time I received the 
etter. 

Mr. Courtney. On whose instructions ? 

Mr. O’Hatre. Colonel Smith. He asked me about the letter. I 
had the letter on my 

Mr. Courrnry. How did he ask, over the telephone or personally ¢ 

Mr. O’Harre. Over the telephone. He asked me if I had received 
the letter; it had been sent out. I said, “Yes.” He said, “Take the 
red ink and cross this out.” I crossed that out, first sentence—really 
the paragraph below the subject. 

Mr. Courrney. What was the nature of Colonel Smith’s conversa- 
tion with you at the time that he referred to the proposed deletion ¢ 
What did he say to you and what did you say to him? 

Mr. O’Harre. Well, he told me to delete it and 1 deleted it, and he 
told me that I would get a revised letter—to the best of my knowledge 
he told me I would get a revised letter which would not include that 
particular sentence. 

Mr. Courrney. Will you read the AG number in the upper left- 
hand corner ? 

Mr. O’Hame. The AG number is 1958 followed by the letters GPA 
in caps. 

Mr Courtney. What did you do with the original of the letter that 
you received after you received it? 

Mr. O’Harre. The original I had photostated. 

Mr. Courrney. What did you do with it? 

Mr. O’Harre. I gave a copy of this letter to Mr. Ellis who sent it 
to his company, Service Life, to Mr. Dickey at Forth Worth, Tex., 
and I understand that he gave it to Mr. Godfrey who gave it to this 
committee or Mr. Pitman who gave it to this committee. 

Mr. Courrney. Did you communicate with that letter the notice of 
the deletion ¢ 

Mr. O’Harre. I made the deletion before I sent the letter. 

Mr. Courrney. Will you read into the record the words that are 
deleted 

Mr. O’Hare. Well, I know what the wording is. I would have no 
trouble. I read it in the original. “As a result of his demonstrated 
deficiency in business and professional ethics, all authorities,” ete. 

Mr. Courtney. That letter is addressed to whom ? 

Mr. O’Harre. That letter is addressed to the European Association 
of Life Underwriters. 
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Mr. Courrney. It refers to? 

Mr. O’Haire. The subject is: The Report of Decision To Ban In- 
surance Agent, Mr. Stuart W. Reichstein. 

Mr. Courrnry. Was Reichstein a member of your association at 
that time, at the time you received this letter / 

Mr. O’Harre. No. 

Mr. Courrney. What business was it of yours to have that letter / 

Mr. O’Hatre. Well, Reichstein had been 

Mr. Courrney. Well, what business was it of yours to have a letter 
of the kind that you hold in your hand in your possession at the time 
that you received it/ 

Mr. O’Harre. Well, Reichstein had been a member. He dropped 
out and his general agent asked if he could reinstate him as a soliciting 
agent again and I had notified Colonel Smith of this. 

Mr. Courrney. Had you requested information on this subject / 

Mr. O’Haire. Directly on this particular subject, no; I didn’t re- 
quest the letter. 

Mr. Courrney. You didn’t request any information on that sub- 
ject, vet you received it through the mail ? 

Mr, O’Haire. That is correct. 

Mr. Courtney. And you promptly circulated it to Mr. Ellis—— 

Mr. O’Haire. At his request, and I'll tell you why—— 

Mr. Courrney. At whose request ¢ 

Mr. O’Harre. Mr. L. M. Ellis. 

Mr. Courtney. He is the general agent for Service Life, and there- 
after it was circulated you don’t know to whom ¢ 

Mr. O'Hare. I know that he took it and I gave it to him only to 
forward it to Mr. Dickey because Mr. Reichstein said that he was 

roing to appear before a committee of the Armed Services in the 

Tnited States. I had written Mr. Dickey and written Mr. Moody 
asking them if they knew when this hearing would be or if it was 
true there would be a hearing. 

Mr. Courtney. Now, do you know of course, that the letter found 
its way through all channels and the committee has had knowledge 
of it for some time? 

Mr. O’Harre. I know from reading the record that this was offered 
or was made an offer. 

Mr. Courtney. Did you receive a corrected letter with the deletion 
in it? 

Mr. No, sir. 

Mr. Courrney. You never did? 

Mr. O’Haire. No, sir. 

Mr. Courtney. The only letter you received on the subject was the 
one marked up as indicated here? 

Mr. O’Hatre. That is right—I hesitated—if it wasn’t for the fact 
that Reichstein said he was going before a committee, I would never 
have released this letter, 

Mr. Courtney. But you authorized its release / 

Mr. O’Haire. I gave the agent to send back to his company that he 
would give it to some of the lawyers in the event there is—— 

Mr. Courrney. As a matter of fact, that incident occurred after 
the magazine article was published and before the committee became 
interested; wasn't it ¢ 
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Mr. O’Harre. Well, it might interest the committee to know that 
before the magazine article was out we had heard indirectly from Mr. 
Reichstein that Mr. Stern had made arrangements to be heard by a 
committee and he was going to go to, we thought, Washington to tes- 
tify on this question before a committee of the Armed Services. We 
didn’t know which one it was except that it was Armed Services; it 
was supposed to be in November. That is strictly hearsay but 1 had 
that information. 

Mr. Courtney. Now, with the deletion in it, what do you take the 
deletion to mean ? 

Mr. O’Harre. That they were revising the letter. 

Mr. Courrney. Weren't they withdrawing the charge ? 

Mr. O'Hare. Well, I hadn’t looked at it that way. They removed 
apparently whatever reason was to be stated. 

Mr. Courtney. But nevertheless you circulated the unexpurgated 
letter 

Mr. O’Harre. I explained. I should have marked it out better, I 
grant you, but I did this before the question came up and I had it 
photostated because of the urgency of question. 

Mr. Harpy. Of course you realize, Mr. O’ Haire, that the circulation 
of that kind of letter is pretty damaging to an individual’s reputation ? 

Mr. O'Hare. This was not for general circulation, I believe. It 
was only going to be back if there was some charge made at the com- 
mittee that there would be some evidence. 

Mr. Harpy. You didn’t certainly think that if it went into a com- 
mittee’s public record it was going to be private? 

Mr. O’Haire. That is correct. 

Mr. Harpy. So if you had any idea through the circulation of it 
that it would come to the attention of the committee, you knew it was 
going to become a public document ? 

Mr. O’Hatre. I didn’t know if they were going to use it. 

Mr. Harpy. You hoped they would? 

Mr. O’Haire. No; it was against my better judgment to give the 
letter. 

Mr. Harpy. You mean to tell the committee here that you exercised 
your worst judgment instead of your better judgment ¢ 

Mr. O’Harre. Better. I probably did. 

Mr. Hess. It may be admitted in evidence. 

Mr. Courtney. I have here a copy of the original letter which is a 
part of the AGQ’s file and the files of this command. 

(The information referred to is as follows :) 

HEADQUARTERS 
U. Army, Evropr, 
APO 403, 29 Sept. 195}. 
AG 158 GPA 
European ASSOCIATION oF Lire UNDERWRITERS, 
Platz der Republik 3, Frankfurt/Main, Germany. 

Dear Strs: The following matter is being published in the next issue of the 

USAREUR Weekly Directive: 


“Subject : Report of Decision to Ban Insurance Agent Mr. Stuart W. Reichstein. 


‘As @ pesult of his demonstrated defieieney in business and professional ethiess 
all authorization to engage in life insurance transactions with military and 
civilian personnel of the US armed forees in Germany, granted by this head- 
quarters to Mr. Stuart W. Reichstein, is hereby revoked. 
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“Therefore, Mr. Reichstein is banned from soliciting life insurance on all 
installations within the control of Headquarters USAREUR.” 

The above is furnished for your information. 

Sincerely, 
R. L. Burcw, 
Capt., AGC, 
Asst Adj Gen, 

Mr. Courrney. Mr. O’Haire, I think we have covered your state- 
ment. Mr. O’Haire, do you have any corrections tliat you wish to make 
now in reference to anything about which you testified or any explana- 
tions or any additions or deletions on any subject about which you have 
been interrogated by the subcommittee ¢ 

Mr. O’Harre. I would like to make one statement by way of a cor- 
rection to the record. It was my talk with Mr. Stern to which he 
referred to as an interview. 

Mr. Courrney. Which Mr. Stern are you talking about ? 

Mr. O’Harre. Mr. Michael Stern. I had heard that he had talked 
with Earl Carroll together with Reichstein in the Press Club at Frank- 
fort in the first few days of July 1954, and I was informed that Mr. 
Carroll was pointing out to Mr. Stern that he ought to write an article 
on the insurance question here in Europe. 

Mr. Courrney. Did you report that incident to Colonel Smith ? 

Mr. O’Hatre. Yes, sir. 

Mr. Courtney. What else happened ? 

Mr. O’Harre. I wanted to see Mr. Stern. I found that he was 
registered at the Frankfurter Hof. This was on the 4th of July, 
Sunday. 

Mr. Courtney. That is this year ? 

Mr. 1954. couldn’t find him in. I called Earl Carroll, 
who is a member of the bar at Frankfort, and he said, “ Yes,” that Mike 
Stern was in his room, and I asked if I might come up and talk with 
him, which I did. In the course of the conversation, I informed Mr. 
Stern that Thad made a trip back to the United States and that I had 
visited the home offices of the various companies that I represented and 
I had talked with the officers of the companies and I assured him that 
these were serious minded businessmen of substantial means who would 
not tolerate any article which would cast discredit upon them. 

Mr. Courrney. Why did you have reason to suspect they would be 
discredited ? 

Mr. O’Haire. I know Mr. Stern. T represent some people who have 
asked me to sue Mr. Stern for statements he has made in other articles 
which they told me are not correct, including the prosecutor of the city 
of Frankfort who was reported to be a citizen of the United States 
and a 90-day wonder from Camp Ritchie. The gentleman has never 
been in the United States. He was therefore never at Camp Ritchie. 
He is well respected in the community and he resented strongly the 
fact that this article came out. There was much discussion in the 
Frankfort area as a result of a prior article and the prestige of the 
United States was, I think, affected before the German courts, 
prosecutors, and judges. 

Mr. Courtney. Let’s get down to your interview of July. 

Mr. O’Harre. Because of that reason, I wanted to make certain that 
Mr, Stern would know all of the facts, and I told him that was why I 
was there. It was on a Sunday. I offered to take him to my office. 
I told him that I was leaving town. My wife was going on vacation 
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but I would stay over. I had the keys to my office. I told him that 
he could go into my office. I would show him where the files were and 
he could go through everything that was there, and he could have every 
document that we had so that he would get that side of the picture; 
and in the course of the conversation, Mr. Carroll told Mike Stern 
that he, Carroll, had been in the insurance business for about 25 years 
and he said, “I want you to know that Walter has done an excellent job 
here,” and words to the effect that he had never seen a better job in the 
insurance business than I had been able to do with the insurance busi- 
ness in Europe. Mr. Stern assured me—he gave me his word. We 
had a handshake on it—that unless he heard further from me—in other 
words, he hadn’t decided. It was true that Reichstein gave him this 
information and my source was correct that they had talked about it- 
unless I heard further from him and got the association's side of the 
story from him, I could rest assured there wouldn’t be any article. I 
never heard further and there was the article. 

Mr. Courrnery. I didn’t hear the last. 

Mr. O’Hatre. And there was the article in Argosy magazine. 

Mr. Courtney. Did you have any prior knowledge that the article 
was to be published? Any advance copies? 

Mr. O’Haire. I received one, I believe it was—— 

Mr. Courtney. So the record will be clear. The record you are 
talking about is the article in the November issue of Argosy ? 

Mr. O’Hairet. How To Steal 8 Million Dollars. That is the No- 
vember issue and the author is Michael Stern. I heard about the ar- 
ticle. I was out of town, as a matter of fact. 

Mr. Courtney. Fix the time, if you can. 

Mr. O’Haire. In the end of September. My wife is not too well and 
T had been to see her. I was told this article was going to be published 
and there was an advance copy. I got that from Mr. O'Connor. The 
American Daily, I believe, sent a copy to the office, because my name 
was mentioned. 

Mr. Courrney. The American Daily is what ? 

Mr. O’Hatre. The American Daily is a daily newspaper published 
here by Army Publishing Co., and it is a paper of general circulation 
through Germany, England, and the European area, and I believe 
the committee has seen—I know I have seen here on the table a glossy 
print or a photostatic copy of the article which was distributed by the 
Associated Press G. m. b. H. of Frankfurt. I have seen the article on 
the desk over here yesterday. The PIO officer. 

Mr. Courrney. I assure you it is not in the possession of the com- 
mittee. Let’s go on from there. 

Mr. O’Haire. Well, I assure you I saw it on the desk yesterday, Mr. 
Courtney. 

Mr. Courtney. There is no photostat of that in the possession of 
the committee. 

Mr. O’Hatre. I believe I can get you a copy and I would like to 
offer that into the record, if I may. 

Mr. Courtney. We would be interested in the time this knowledge 
‘ame to you. 

Mr. O’Haire. The middle of September is the best I can guess. 

Mr. Courtney. Did you advise Colonel Smith of the article? 

Mr. O’Hatrre. Yes, I did. 

Mr. Courtney. About the time the knowledge came to you? 
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Mr. O'Hare. Yes, I did. On the day after I came back, in the 
afternoon, I believe I went to Heidelberg with the article the next 
day. 

Mr. Courrney. That was in September ? 

Mr. O’Haire. That was in September. 

Mr. Courrney. What else did you do at that time? 

Mr. O’Harre. I brought the matter up at the association meeting for 
September. Of course, that was later. 

Mr. Courrney. Well, let’s pass that. 

Mr. O’Hatre. Well, I don’t know, actually. 

Mr. Courrney. Well, anyway, you have knowledge about the mid- 
dle of September ? 

Mr. O'Hare. About the middle of September. 

Mr. Courtney. Did you, when you were discussing this matter with 
Colonel Smith, diseuss Mr. Reichstein ? 

Mr. O'Hare. I probably did. 

Mr. Courtney. Do you attach any significance to the fact that after 
your conversation in the middle of September with Mr. Stern, Mr. 

eichstein, and Mr. Carroll—— 

Mr. O’Harre. That was in July. 

Mr. Courtney. Well, anyway, after knowledge of the article, this 
glossy print you speak of 

Mr. O’Harre. I talked with Colonel Smith about my conversation 
in Mr. Carroll’s room with Mr. Stern and what they had talked about 
the article. 

Mr. Courtney. Well, anyway, you have got knowledge of the article 
and it is finally published in the November issue and you have knowl- 
edge of that in the middle of September and you communicate with 
Colonel Smith. That is the sequence isn’t it? 

Mr. O’Harre. Yes. 

Mr. Courrney. What significance do you attach to the fact that on 
the 29th day of December, or a letter bearing date 29th of Decem- 
ber—September—1954, announce the ban of Reichstein? 

Mr. O’Harre. My recollection is that the decision to ban Reichstein 
was made before that time. 

Mr. Courtney. Well, will you accept the date on the letter ? 

Mr. O’Harre. Well, that is an official notice. It was published in 
the daily bulletin at that time. 

Mr. Courrney. As a matter of fact, it was published later in the 
daily bulletin, was it not? 

Mr. O’Harre. Well, within a few days after that letter came, no. 

Mr. Courrney. Later than the 29th day of September 1954? 

Mr. O’Harre. Yes; that is correct. 

Mr. Courtney. Do you attach any significance to the discussions you 
had with Colonel Smith and the dispatch of this letter on the 29th 
of September 1954? 

Mr. O’Harre. No; as far as the ban was concerned. That was an 
independent act of the Army. I had nothing whatsoever to do with it. 

Mr. Courtney. What importance do you attach to the colonel’s 
subsequent communication with you with the instruction that you 
delete certain derogatory material from the letter dated September 
29, 19542 

Mr. O'Hare. All I could take from that was after the letter went 
out the wording was to be published in the letter; that Colonel Smith 
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didn’t want that letter to be circulated. He wanted the deletion to 
be made. 

Mr. Courtney. Anything further, Mr. O’Haire? 

Mr. Hess. Let me say to you at this time if there is any statement 
you care to submit to the committee at any time. 

Mr. Courtney. After you do read the record, if you do read the 
record. 

Mr. Hess. Up to, let’s say, the 15th of this month. 

(Five-minute recess 11:15.) 

(The committee reconvened at 11:25 a. m.) 

Mr. Hess. The committee will please come to order. 

Mr. Courrnry. Mr. O’Haire, do you have a correction ¢ 

Mr. O’Harre. Just before the recess I was thinking about the pos- 
sibility of correcting the record and I consulted with Mr. Charles 
O'Connor who is my law partner and attorney. I want to correct the 
record with regard to my statements as to when I first saw the glossy 
print op a copy of the 1954 Argosy magazine and the article of 
Michael Stern entitled ““How To Steal $8,000,000.” 

Mr. Courtney. The question would be when you first had knowl- 
edge of the existence of such an article? 

Mr. O’Hame. The Argosy article was first brought to my attention 
by a cable I received when I was in New York visiting my wife. I 
returned to Frankfurt and I have got it on my book. 

Mr. Courtney. You mean your “visa? 

Mr. O’Harre. My passport. I have a stamp bearing the date of 
October 28, 1954. 

Mr. Courtney. What is your departure date ¢ 

Mr. O’Haime. That is Salida, the day I left Spain. I have an 
entry on the same page of October 22. That’s the day I entered Spain. 

Mr. Courtney. Where were you in September / 

Mr. O’Hatre. I was also in Spain in September. I left there on the 
16th day of September 1954. 

Mr. Courtney. And returned ¢ 

Mr. O’Harre. And returned directly to Frankfurt. I took a flight 
by Iberia Air Lines or the airlines from Barcelona to Frankfurt 
on both the 16th day of September and I therefore confused that 
with the time I saw the article in the Argosy magazine which was 
after my exit on October 28, 1954. 

Mr. Courrney. But you were in Frankfurt between the 16th of 
October—September 

Mr. O’Harre. I was in between the 16th of September and the 22d 
of October. Now, it was after I arrived in Frankfurt which would 
be on the 28th day of October that Mr. O'Connor met me and he 
showed me a copy of the glossy print which was taken from Argosy. 
It was the whole story in a glossy print which he received from the 
American Daily, the Army and Air Force Times publication. That 
would make it on the 29th when I saw Colonel Smith. he 29th 
of October 1954 on the question of the aceutl 

Mr. Courtney. Didn't you, as a matter of fact, Mr. O’Haire, have 
knowledge of the existence or the proposed issuance of an article 
earlier than that? 

Mr. O’Harre. No. I heard the article was not to be published. 

Mr. Courtney. You heard there was such an article? 

Mr. O’Haree. I heard that there was an article considered but I 
heard it through Mr. Ashley, who is acting director, who said that 
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he had talked in New York with Fawcett Publications only to find out 
it would be an Argosy article, if at all, and the information that I 
got, it probably wouldn’t be published. [ 

Mr. Courtney. When did that information come to your attention? 

Mr. O’Haire. That would be during either—that would probably 
be during September. 

Mr. Courtney. That was September, wasn’t it? 

Mr. O’Hatre. I’m not sure. That could have been August, too. 

Mr. Courtney. Couldn’t it be September? 

Mr. O'Hare. It could have been September. 

Mr. Courtney. That came to you through Mr. Ashley, who is a 
member of your association ¢ 

Mr. O’Haire. A member of the association, and he had word from 
the United States—— 

Mr. Courtney. Did you discuss that subject with Colonel Smith 
in September ¢ 

Mr. O’Harre. I could have, but I have no definite recollection of it. 

Mr. Courtney. Well, think very clearly if you will for a minute, 
Mr. O’Haire. As a matter of fact, didn’t you advise Colonel Smith 
that Reichstein had been an informant of Michael Stern and there was 
an article in being—— 

Mr. O’Haire. Oh, I told him that in July. 

Mr. Courtney. Didn't you talk to him in September that there 
was a question of whether or not Fawcett Publications would carry 
the article or some other magazine? 

Mr. O’Harre. It’s pretty hard. I don’t have no recollection. I 
don’t say that I didn’t, if Colonel Smith said yes that I did then I 
would say yes I did. 

Mr. Courrney. Would it be fair to say the subject was on your 
mind ¢ 

Mr. O'Hare. I can say the subject was on my mind because after 
the talk I had with Michael Stern I had asked Ashley who actually 
employed Reichstein and Reichstein had visited his house constantly 
a had been writing to him after he left here to go to the United 
States. I know I discussed it with Colonel Smith the fact that I 
had talked with Mr. Stern and that there was an article. I also 
know that I had information that the entire staff from Mr. Purdy, 
who was editor in chief of True magazine was going from True maga- 
zine over to Argosy magnet. 

Mr. Courtney. As of ? 

Mr. O’Haire. I don’t know the exact date. The first. I noticed was 
the November issue that they were all on the masthead. I compared 
the August issue of True magazine—the masthead—the editorial 
Re that of Argosy in November and found out that they 
vad not only the editor but also a great number of common officers 
who had apparently transferred from one publication to the other. 
Now it so Seewaad: that while I was in Spain Mr. Jones, who hasn't 
been named yet, went down to see Colonel Smith. Mr. Jones is a 
member of the law firm. He, together with George Ashley, went to 
Colonel Smith 

Mr. Courtney. This Colonel Smith here? 

Mr. O'Hare. Col. Lewis V. Smith. Ashley had received from 
the United States, I believe, from General Connell a copy of the 
Argosy magazine that had been released. It was on the stands in 
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the United States. They together went to Heidelberg with that 
magazine. Mr. Jones acting in my interest and in my behalf, and 
in my absence, went down there to talk the matter over with Colonel 
Smith. That was during the month of October and some time between 
the 22d and the 28th of October because I was in Spain at that time. 

Mr. Courtney. That is all. 

Mr. Hess. Now is there any further correction, Mr. O’Haire ? 

Mr. O’Harre. There was one further question that my attorney 
pointed out and that is on the street fight, as far as Mr. Reichstein 
is concerned, there was another agent im the fight—at least, he was 
running from it. He is a faster runner than Mr. Reichstein. Take 
judicial notice of that. His name is Michael Ellis. He is general 
agent of Service Life Insurance Co., Fort Worth, Tex. I am sorry 
if I misled the committee. There were two people in the same fight 
and they are probably both insurance agents. There was another in- 
surance agent present in the apartment, Mr. Herman Brown, who 
gave a statement to the German police and who told me about the 
incident. 

Mr. Courtney. He was an Ellis partisan ? 

Mr. O’Hatre. He was in the home of Mrs. Kaiser and Reichstein 
came in there looking for Ellis and apparently Ellis wasn’t there. 
Mr. Reichstein is from Missouri in that respect. He had to see and 
that led to the police action. 

Mr. Courtney. Was Ellis on the way at the time? Was he run- 
ning? 

Mr. O’Hatre. He was running and jumping fences. 

Mr. Hess. If there any statement that you care to submit, Mr. 
O’Haire— 

Mr. O’Harre. If T may, Mr. Chairman, and I thank you and the 
honorable members of this committee for your kind attention in hear- 
ingme. May I attach any exhibits to my statement ? 

Mr. Hess. Oh, yes. 

Mr. O’Harre. There was the slot machine. I meant to give it to 
you when Reichstein’s lawyer wrote to me as the lawyer of the other 
side trying to get this slot machine business. I refer to it. 

Mr. Courtney. I think you also have a list of the insurance com- 
panies of which you testified, if you care to include that. 

Mr. O’Harre. I offer into evidence the list of the companies together 
with their general agencies and soliciting agents compiled by the Euro- 
pean Association of Life Underwriters and a letter which I received 
from the attorney, Stuart W. Reichstein, concerning charges of his 
client that he was damaged in the amount of $36,000 by reason of his 
being engaged in the slot-machine business. . 

Mr. Courtney. Do you want to give us a copy of that? 

Mr. O’Harre. I would like to supply a le of this. 

Mr. Courtney. Yes, and supply it with the other information. 

(The information referred to is as follows :) 


UNITED States LIFE INSURANCE COMPANIES AND THEIR REPRESENTATIVES IN 
GERMANY, DECEMBER 1, 1954 


1. AMERICAN INDEPENDENCE LIFE INSURANCE ©O., HOUSTON, TEX. 


George Bronfen, general agent, Southern Area Command 
Herbert Gontard, Southern Area Command 
Walter Reinhaus, Northern Area Command 
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2. AMERICAN INVESTORS LIFE INSURANCE CO., DALLAS, TEX. 


Robert V. Kennedy, general agent (not in Western Germany at the present time) 
Jess B. Wetzel 


3. AMERICAN LIFE INSURANCE CO., BIRMINGHAM, ALA. 


Leslie R. Coffman, general agent, Western Area Command 
Henry EB. Ridler, Western Area Command 

Sidney J. Blumenthal, Western Area Command 

Henry Scharf, Western Area Command 

George Seifert, Western Area Command 


4, AMERICAN SAVINGS LIFE INSURANCE CO., FORT WORTH, TEX. 


Michael J. Ellis, general agent, Northern Area Command 
Walter J. Bush, Western Area Command 

Louis H. Brown, Northern Area Command 

Arthur 8S. Ansen, Southern Area Command 

Lawrence H. Eliot, Northern Area Command 

John Shagawat, Northern Area Command 


5. AMERICAN STANDARD LIFE INSURANCE CO., FORT WORTH, TEX. 


George Ashley, general agent, Northern Area Command 
Vernon H. Kronenberg, Northern Area Command 
Chester Brezinski, Southern Area Command 

Carmine C. Guarino, Northern Area Command 

Abdella Simon, Southern Area Command 


6. AMERICAN TRUST LIFE INSURANCE CO., WICHITA FALLS, TEX. 


Richard H. Beebee, general agent, Northern Area Command 
Howard H. Mcknight, Western Area Command 

Donald BE. Dickinson, Southern Area Command 

George H. Scannell, Southern Area Command 

Anthony Terino, Western Area Command 


7. AMERICAN UNITED SERVICES INSURANCE CO., HOUSTON, TEX, 


Joseph P. King, general agent, Southern Area Command 
Steve Ruschak, Southern Area Command 

Agee S. Pledger, Southern Area Command 

John McMullen, Southern Area Command 

Sheppard C. Lowman, Southern Area Command 
Walter R. Sheppard, Southern Area Command 

William P. Thornley, Southern Area Command 


8. BANKERS LIFE INSURANCE CO. OF AMERICA, DALLAS, TEX. 


Frank D. Smuin, general agent, Headquarters, Area Command 
Stanley A. Weld, Headquarters, Area Command 

Smyth B. Hudson, Northern Area Command 

Francis J. Kennedy, Headquarters, Area Command 

Eric N. Atkins, Northern Area Command 


9. GIBRALTAR LIFE INSURANCE CO. OF AMERICA, DALLAS, TEX. 


Frank D. Smuin, general agent, Headquarters, Area Command 
Richard A. Watson, Western Area Command 

Frank S. Greenlee, Headquarters, Area Command 

Clair Musser, Headquarters, Area Command 


10, GIRARDIAN INSURANCE CO., DALLAS, TEX. 


Gene Wilson, general agent, Southern Area Command 
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11. INDEPENDENCE INSURANCE CO., FORT WORTH, TEX. 


George Ashley, general agent, Northern Area Command 
Orval B. Conner, Northern Area Command 

John Van Wart, Southern Area Command 

Abraham Schein, Southern Area Command 

Charles Van Wart, Southern Area Command 

Richard J. Kureth, Western Area Command 


12. LIFE INSURANCE CO, OF AMERICA, DALLAS, TEX, 


William T. Kennedy, general agent, Southern Area Command 
Donald Palmer, Southern Area Command 


13. LIFE INSURANCE SOCITY OF AMERICA, BIRMINGHAM, ALA, 


George Boyd, general agent, Southern Area Command 
Horace A. Jones, Southern Area Command 
- Bolling Branham, Southern Area Command 
W. W. Branham, Southern Area Command 
Calvin C. Compton, Southern Area Command 


14. MID-CONTINENT LIFE INSURANCE CO., FORT WORTH, TEX. 


William M. Bartlett, general agent, Northern Area Command 
Melvin R. Nance, Northern Area Command 

William W. Thompson, Northern Area Command 

William M. Stegall, Northern Area Command 

Kenneth Berger, Northern Area Command 

Ray C. Fetherston, Northern Area Command 


15. NATIONAL EDUCATORS LIFE INSURANCE CO., FORT WORTH, TEX. 


Charles J. Smith, general agent, Northern Area Command 
Edward J. Kelly, Jr., Northern Area Command 

Owen B. Lewis, Northern Area Command 

John B. Wren, Northern Area Command 

John H. Wright, Northern Area Command 

Charles H. Brock, Northern Area Command 


16. PIONEER AMERICAN INSURANCE CO., HOUSTON, TEX, 


George Fattell, general agent, France 

Manfred Markusfeld, Southern Area Command 
Arnet Amos, Southern Area Command 

Paul Slater, Northern Area Command 

John J. Simmons, Northern Area Command 
Charles R. Lawrence, Northern Area Command 
Robert Blum, Southern Area Command 


17. SERVICE LIFE INSURANCE CO., FORT WORTH, TEX. 


" Michael J. Ellis, general agent, Northern Area Command 
William H. Knight, Northern Area Command 

Thomas F. Tracy, Southern Area Command 

Marvin Solomon, Northern Area Command 

A. H. Rothenberg, Northern Area Command 

Carl Freed, Northern Area Command 

Earl Cohn, Western Area Command 


18. TRANS-AMERICAN LIFE INSURANCE CO., FORT WORTH, TEX. 


A. L. McAlester, general agent, Southern Area Command 
Donald C, Allen, Northern Area Command 
James T. Johnson, Jr., Northern Area Command 
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19. UNITED LIFE INSURANCE CO, OF AMERICA, HOUSTON, TEX. 


Joe Killough, Jr., general agent, Southern Area Command 
Roy S. Larkin, Southern Area Command 

Alexander Flores, Southern Area Command 

Anthony J. Rich, Southern Area Command 

William F. Blewett, Southern Area Command 

Mr. O'Hare. I only trust that the explanation of Mr. Reichstein 
was actually in response to your questions. My description of Mr. 
Reichstein was in response to your questions and I would like to write 
part of my statement as to the difficulties we have had over the months 
with Mr. Reichstein as an individual. 

Mr. Courrney. Well, I think that might be self-serving if in the 
form which you indicated. 

Mr. O’Harre. I take it, Mr, Chairman, that the record would be 
closed excepting for any corrections in the record. If you have sup- 
plementary material 

Mr. Hess. If you want to submit anything, the committee can pass 
on it and decide whether or not it is to be a part of the record. 

Mr. Bray. I would like to make this observation. In the matter of 
all your dealings which have been gone into a great deal by yourself 
and very extensively on the examination asking you all of your deal- 
ings time after time—— 

Mr. O'Hare. Well. it would take me days to relate all of the differ- 
ent instances and difficulties we encountered over the months. 

Mr. Harpy. But you will still stand by your previous testimony 
with respect to the fact that none of them was sufficiently serious to 
justify 

Mr. O’Harre. That I would like to correct. That was not my opin- 
ion. That was the opinion of the president and the executive council. 
I have no voice in this particular matter. I would like this under- 
stood. I do not vote in the meetings. I have nothing to say as to what 
action the committee takes. The president of the association at that 
time was Mr. Reichstein’s general agent and he assumed the responsi- 
bility for Mr. Reichstein. 

Mr. Hess. I think that was your testimony. 

Mr. O’Haire. Thank you; may I sit in here? 

Mr. Hess. Certainly. 


TESTIMONY OF LT. COL. L. V. SMITH—Recalled 


Lieutenant Colonel Smith recalled to stand. 

Mr. Courtney. Colonel, we have reference to a letter, dated Sep- 
tember 29, 1954, which you identified yesterday. It is AGE 158—— 

Mr. Hess. He didn’t identify it. 

Mr. Courtney. Did you not identify it? 

Lieutenant Colonel Smirx. Not in the session. 

Mr. Courtney. The letter to which reference has been made in the 
testimony is the photostatic letter with the inked deletion and some 
other letter which accompanies it which I now offer Mr. Chairman 
as from the files of this command of the same text and tenor. 

Mr. Hess. Without objection the letter will be made part of the 
record. 
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(The information referred to is as follows :) 


APO 403 
AG 158 GPA 29 Sept 1954 
EUROPEAN ASSOCIATION OF LIFE UNDERWRITERS, 
Platz der Republik 3, 
Frankfurt/Main, Germany. 

Dear Strs: The following matter is being published in the next issue of the 
USAREUR Weekly Directive: 
“Subject : Report of decision to ban insurance agent Mr. Stuart W. Reichstein. 

“Asa result of his demonstrated deficiency in business and professional ethies, 
all authorization to engage in life inurance transactions with military and civil- 
ian personnel of the US armed forces in Germany, granted by this headquarters 
to Mr. Stuart W. Reichstein, is hereby revoked. 

“Therefore, Mr. Reichstein is banned from soliciting life insurances on all 
installations within the control of Headquarters USAREUR.” 

The above is furnished for your information. 

Sincerely, 
R. L. Burew, 
Capt. AGC, 
Asst. Adj. Gen. 

M/R—Above subj. matter mailed to Seventh Ar W/D. Item applies to Air 
Force and Navy elements in Germany also. 

LVS/tlp/28 Sep 54/completed. 


AG REcorps, 
L. D. GooDALL, 
Colonel GS, 
Chief Pers. Serv. Br. G-1. 

Mr. Courrney. Why did you sign the letter of September 29, 1954, 
to the European Association of Life Insurance Underwriters? 

Lieutenant Colonel Smiru. The purpose of that letter was to advise 
the members of the association as we do in other similar cases, of the 
banning of Mr. Reichstein and that is of the revocation of the author- 
ization previously granted Mr. Reichstein. 

Mr. Courtney. Since Mr. Reichstein was to your knowledge at 
that time not a member of the association, what concern was it to the 
association ¢ 

Lieutenant Colonel Smrru. Well, in view of the existing policy and 
our relationship toward the association, we felt it competent to keep 
them advised as I said we had in other cases of people who had been 
banned by the Department of the Army and Af. 8 were not even in 
this command that such action had been taken and was being taken 
and was being promulgated by this headquarters. 

Mr. Courtney. The letter of September 29, 1954, after you uttered 
it you realized it contained derogatory material? 

Lieutenant Colonel Smiru. Yes. 

Mr. Courtney. And you caused it to be deleted ? 

Lieutenant Colonel Smrrn. Yes. 

Mr. Courtney. By telephone? 

Lieutenant Colonel Smira. Yes. 

Mr. Courtney. Did you sign a corrected letter? 

Lieutenant Colonel Smirn. No. 

Mr. Courtney. Did you know what happened to the letter which 
you dispatched to the European Life Insurance Underwriters Asso- 
ciation? Did you know whose possession it came? 
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Lieutenant Colonel Smrru. Only from what I heard, The letter, 
of course, was addressed to Mr. O'Haire’s office which is the office of 
the association. 

Mr. Courrney. Did you personally write the derogatory matter 
into the letter which had been passed along here ¢ 

Lieutenant Colonel Smrru. Yes; I did. I might qualify that by 
saying “what might appear to be derogatory matter.” 

Mr, Courtney. Well, in any way the material which had been 
deleted, you personally wrote into it ? 

Lieutenant Colonel Smrru. Yes; I did. 

Mr. Courrney. After you heard the letter then you became appre- 
hensive of its contents and you called and asked to have that material 
deleted ? 

Lieutenant Colonel Smrru. Yes; that is right. 

Mr. Courtney. Why were you apprehensive? 

Lieutenant Colonel Smrru. The whole matter—this letter and the 
matter in substance, the same matter that had been sent over to the 
Adjutant General’s Division for reproduction in the USAREUR 
Weekly directive had left our office and was being processed through 
there. The letter had been dispatched to the association. The other 
document containing the same written matter was being prepared for 
insertion in the weekly directive. Colonel Goodloe, an officer in the 
AG Division, apparently screening these various items for the weekly 
directive, called me and invited my attention to the first portion of 
that first sentence and he said that he had observed similar matters 
in his past experience where he felt that it was well to call my attention 
that we might want to consider that more carefully before it was pub- 
lished but it might be construed as something of a libelous nature 
and upon which some repercussion might occur or words to that 
effect. 

I told him that I actually felt that we had sufficient evidence to sub- 
stantiate the remark, but notwithstanding that I would check into it 
again and call him back as to whether we wanted it to go as written 
or not. I checked with an officer or one of the civilian employees in 
the JA Division and we both agreed that probably the best thing to do 
would be to delete that portion just to be on the safe side. So I called 
Colonel Goodloe again and told him that we did want to delete that 
part and to start the sentence with the word “all.” I had learned that 
the letter had already been dispatched to Mr. O’Haire or to the asso- 
ciation and I called Mr. O’Haire and told him that the letter was 
already on its way or he had received it by that time. I do not recall 
for sure whether he had received the letter or not from the conver- 
sation. L[asked him to delete that portion and that that wasn’t the way 
it was to be published and told him just how it was to be published 
and that we didn’t want that letter being brought to the attention of 
anyone with that portion in it. He assured me that it would be treated 
in that fashion. 

Mr. Courtney. Are you through with that? 

Lieutenant Colonel Satrn. That is substantially that 

Mr. Courtney. Did you know at the time that you considered the 
police report on Reichstein to be a factor in his dismission or his denial 
of a license, did you know that that police incident had occurred in 
1953? 
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Lieutenant Colonel Smirn. I'll have to check my notes to be sure 
of that. 

Mr. Courtney. Can you find the provost report ? 

Lieutenant Colonel Smrrn. Yes. 

Mr. Courtney. What is the date of the provost report? Is it on the 
document which you have? 

Lieutenant Colonel Smirn. It is in your folder 5. I am referring 
now to my memo of record before I had any reports such as that. 

Mr. Courrney. Give me the number of it please. Folder 24 

Lieutenant Colonel Smirn. Yes. Item 24 in folder 2. However 
that report reached my hands only recently and the matter I had at 
the time that is what we are asking now is on my memo for record, 
dated August 4, 1954, and that is—— 

Mr. Courtney. As a matter of fact your knowledge of this police 
incident on which you said that you took action against Reichetéin 
‘ame to you through provost after you had banned him and after this 
committee started hearings; didn’t it? 

Lieutenant Colonel Smiru. That full report did. Yes; not after 
the committee—well, after you started the hearings in the States, yes. 
But from my memorandum of record, if I may quote from it. Report 
from Weber’s office. 24 Blanchard Strasse through 52 MP detachment 
CI. Captain Eastham, September 7, 1953, which apparently relates 
to the time of the incidence or some action having been taken on if, 
Reichstein charged with insult by Hedwig Keiser who lives at Linden- 
strasse 39, Frankfurt. 

Mr. Courtney. That is enough of it. Just refer to it. Now, did 
you ban Ellis who was involved in that incident / 

Lieutenant Colonel Smrrn. No. 

Mr. Courtney. So, between 1953 and the time of this suspension, 
this information was available in European Underwriters Life Insur- 
ance files and you found it of no significance until September 1954? 

Lieutenant Colonel Smrrn. I had no knowledge of this prior to 
August 4, 1954. 

Mr. Harpy. May I pick up there. Do I understand then there was 
nothing in the files of your predecessor with respect to this incident ? 

Lieutent Colonel Smrru. That is correct. 

Mr. Harpy. Were you made aware of the fact that during this con- 
sideration of banning Mr. Reichstein—were you made aware of the 
fact that this incident had been previously considered by the asso- 
ciation ? 

Lieutenant Colonel Smirxa. Not that I ean reeall. 

Mr. Harpy. You do not recall having had any discussion with Mr, 
O’Haire or other members of the association concerning this incident ? 
Lieutenant Colonel Smirn. Yes, yes. We had some conversation. 

Mr. Harpy. Were you advised at that time that the association had 
considered that incident at the time it occurred or approximately at 
the time it occurred and hadn't considered it serious enough to take 
any disciplinary action against Mr. Reichstein / 

Lieutenant Colonel Smrrxn. From my own knowledge of this matter 
T can’t give you a good answer to that question. 

Mr. Harpy. The point I am trying to get at is this. If the associa- 
tion didn’t consider it sufficiently serious against Reichstein at the 
time that it occurred and as close as your collaboration has been with 
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them, would it not be logical and normal that you would discuss were 
they the propriety of using it as the basis for disciplinary action at 
this time. 

Lieutenant Colonel Smrrn. If I understand your question correctly, 
you are asking me why in my opinion the association didn’t take some 
action 

Mr. Harpy. No; I’m not asking you that at all. I’m pointing out 
merely that your action all along through this case has been appar- 
ently done in close collaboration and consolation with Mr. O’Haire; 
isn’t that correct ? 

Lieutenant Colonel] Smrru. Fairly so. 

Mr. Harpy. Your action in connection with Reichstein is based to 
a considerable extent upon this police matter involving the street 
fight; is that correct ? 

Lieutenant Colonel Smiru. I don’t want to give this undue signif- 
icance. That was one of the matters considered ; yes. 

Mr. Harpy. I understood from your testimony yesterday it was 
one of the major matters. 

Lieutenant Colonel Smirn. It was one of the matters; yes. 

Mr. Harpy. It would seem to me in the course of your conversations 
with Mr. O’Haire you would have learned that the association had 
considered that incident at approximately the time that it occurred 
and had in effect vindicated Mr. Reichstein in connection with it. 

Lieutenant Colonel SmirxH. That, as I say, I cannot competently 
testify on because I do not know just what consideration the associa- 
tion gave it at the time and I had had no previous knowledge of it 
prior to—— 

Mr. Harpy. And you want this committee to understand that Mr. 
O’Haire didn’t advise you that the association had considered this 
incident and had found that it involved the question of Mr. Reich- 
stein’s honesty and had in effect vindicated him? Mr. O’Haire didn’t 
tell you that; is that correct ? 

Lieutenant Colonel Smirx. I cannot recall for sure whether or not 
Mr. O’Haire and I actually had any particular conversation about this 
matter. I did have a conversation with Mr. Ellis and I believe Mr. 
McAllister. 

Mr. Harpy. And you learned that they were parties to the incident ? 

Lieutenant Colonel Smiru. I learned that Mr. Ellis—— 

Mr. Harpy. Wasa party and Mr. McAllister was a witness; is that 
correct 

Lieutenant Colonel Smirx. Yes. 

Mr. Harpy. Did you determine to your own satisfaction that Mr. 
Reichstein was the rascal in that case and not Mr. Ellis? 

Lieutenant Colonel Smrru. That was the clear impression that I got 
from the matter. 

Mr. Harpy. From Mr. Ellis? 

Lieutenant Colonel Smiru. From Mr. McAllister and Mr. Ellis. 

Mr. Harpy. Well, I don’t care to pursue it very much further, Mr. 
Chairman, but it does seem a little strange to me, in view of the testi- 
mony from Mr. O’Haire that we get this action from Colonel Smith 
at this late date based on an incident that took place in 1953 which the 
association didn’t consider was of sufficient gravity to even take any 
action on which the association apparently called to Colonel Smith’s 
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predecessor and which it would seem to me the records in Colonel 
Smith’s office would have contained some reference, too. 

Mr. Courtney. Colonel, did you discuss an article or an interview 
with a reporter Michael Stern with Mr. O’Haire in July of this year? 

Lieutenant Colonel Smirn. I believe we had some conversation with 
respect 

Mr. Courtney. You did, didn’t you, now? 

Lieutenant Colonel Smirn. Yes. 

Mr. Courtney. He told you it was an interview immediately after 
it happened ¢ 

Lieutenant Colonel Smiru. Yes. 

Mr. Courtney. Did he tell you of his apprehensions as to what the 
article might contain ? 

Lieutenant Colonel Smiru. No; as a matter of fact—— 

Mr. Courtney. He did, didn’t he ¢ 

Lieutenant Colonel Smirn. No, sir, as I recall we didn’t attach and 
I am speaking for both of us as I recall—too much significance-—— 

Mr. Courtney. You just confine yourself to Colonel Smith because 
Mr. O’Haire has already testified. 

Lieutenant Colonel Smirn. Yes; we had some conversations—— 

Mr. Courtney. You were concerned about it, weren’t you ? 

Lieutenant Colonel Smrru. To a degree, yes. 

Mr. Courrney. Were you advised at that time that Reichstein was 
the informant or one of the informants that this reporter had con- 
sulted # 

Lieutenant Colonel Smirnu. I got that information from some 
source. It could have been from Mr. O’Haire. 

Mr. Courtney. You got that from Mr. O’Haire, didn’t you? When 
you had your conversation you talked the whole thing over. What 
else would you do? 

Lieutenant Colonel Smiru. What else did I do? 

Mr. Courtney. What else would you do? 

Lieutenant Colonel Smiru. Well, I’m trying to give you the facts as 
I remember them and I know I got the connection that Reichstein had 
something to do with it. 

Mr. Courtney. That concerned you, didn’t it ? 

Lieutenant Colonel Smrrn. Yes. 

Mr. Courtney. Very much so? 

Lieutenant Colonel Smiru. Yes. 

Mr. Courrney. That is the time his application was pending. 

Lieutenant Colonel Smiru. That is right. 

Mr. Courtney. Now after that conversation in July you had—with 
Mr. O’Haire, you had the interview with Mr. Ashley, didn’t you? 

Lieutenant Colonel Smirn. Yes. 

Mr. Courtney. The one that you read from your memorandum ¢ 

Lieutenant Colonel Smrru. Yes. 

Mr. Courtnry. Now, when was that / 

Lieutenant Colonel Smiru. The interview with Mr. Ashley as I re- 
call was on the 4th of August or 5th of August. 

Mr. Courtney. Did you discuss the forthcoming article / 

Lieutenant Colonel Smiru. It was on the 4th of August. 

Mr. Courtney. Did you discuss with Ashley the forthcoming ar- 
ticle? 
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Lieutenant Colonel Smrrn. No. 

Mr. Courtney. You are sure of that? 

Lieutenant Colonel Smiru. Well, if there was any discussion, it was 
of a very minor or relatively 

Mr. Courrney. When did it first come to your knowledge after this 
first conversation with Mr. O’Haire in July that there was an article 
in being which was derogatory. 

Lieutenant Colonel Smirn. The first I had information of it was 
when Mr. Ashley visited my office 

Mr. Courtney. In September 

Lieutenant Colonel Smrru. In October, I believe. 

Mr. Courrney. Oh, let me help you, Colonel. It was September, 
wasn’t it? 

Lieutenant Colonel Smrru. No; because he brought a copy of the 
magazine with him. I don’t recall it being that early. 

Mr. Courtney. Didn’t you discuss with Mr. O’Haire in September 
the fact that there was an article in being presumably written by 
Michael Stern which was to be published in Fawcett publication ? 
You did that in September, didn’t you? 

Lieutenant Colonel Smrru. I wouldn’t say that I didn’t. I could 
have, I don’t recall that. 

Mr. Courtney. Well, did you? 

Lieutenant Colonel Smiru. I don’t want to say yes or no because 
I don’t remember for sure. 

Mr. Courrney. But you did have such a conversation, didn’t you? 

Lieutenant Colonel Smrru. I am sure that we have discussed it; yes. 

Mr. Courtney. Many times? 

Lieutenant Colonel Smrru. No, not many times. 

Mr. Courrney. Did you have knowledge when you banned Reich- 
stein that this article was forthcoming ? 

Lieutenant Colonel Smiru. I had only a supposition that it might 
be forthcoming. 

Mr. Harpy. A pretty strong one, wasn’t it, Colonel ? 

Lieutenant Colonel Smrru. Well, frankly, no. 

Mr. Courrney. Did you think that the article wasn’t going to be 
published ? 

Lieutenant Colonel Smrrn. I felt this way that if he was interested 
in publishing the truth he had nothing to make a sensational story 
out of. 

Mr. Courrnry. Why were you concerned with Reichstein’s inter- 
ests and information to a reporter if you didn’t fear it—the truth ? 

Lieutenant Colonel Smiru. I don’t fear the truth. I want to make 
that clear. I don’t furnish any part of that thing. If I made any 
conversation with Reichstein about that article and with Mike Stern 
it was in an offhand manner. It had no bearing on his qualifica- 
tions or considering his qualifications one iota. : 

Mr. Courtney. I don’t want an inference from my question that 
we expressed any opinion. 

Lieutenant Colonel Smrrn. I want to make it clear that I didn’t 
regard this Mike Stern business as of being of much consequence. 

Mr. Courrney. Did you after the article appeared ? 

+a Colonel Smrru. No more than the matter is worth on 
its face. 
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Mr. Courtney. A committee of Congress thought well enough of it 
at least to inquire. 

Lieutenant Colonel Smirn. That is self-evident. I feel really if 
I may say and speak my mind sincere feeling that this matter had 
been given much more significance than it is entitled to. 

Mr. Courtney. Thank you very much, Colonel. Does that coin- 
cide with your judgment in the matte rs affecting the license of insur- 
ance companies in this area ? 

Lieutenant Colonel Smirn. No; it does not. 


Mr. Courrney. The same standards applicable? 
(No response. ) 
Mr. Courrney. Colonel, did you receive knowledge that this article 


was going to be published from or through a General Connell who 
lives in Texas? 

Lieutenant Colonel Smrrn. I knew indirectly, yes. 

Mr. Courtney. When? 

Lieutenant Colonel Samira. That was the date that I was recalling 
a while ago that, as I recall, it was in the month of October when Mr. 
Ashley came in and brought a copy of the magazine that had been 
airmailed to him by General Connell and that was simultaneous, you 
might say, with receipt at this headquarters of a distribution of photo- 
stats and a cable, I believe, from the AP or some news agency regard- 
ing the article. 

Mr. Harpy. Colonel, I want to return to a discussion that we had 
yesterday in connection with the consideration which is given to 
approving of companies to sell insurance in the European Command. 
I think the question was raised as to the weight which might be placed 
upon cancellations of insurance in force, and I wondered just what 
actual thought you had given to this in considering the merits of a 
company’ I can’t quite figure it out so I have taken a few companies 
that are approved over here and, just looking at Best’s Life Insurance 
Reports for 1954, call your attention to a few factors which I think 
might have come to your attention previously. American Investors 
Life Insurance Co., according to my arithmetic for the years 1952 and 
1953 wrote insurance which, added to the insurance in force at the 
beginning of 1953, totaled approximately $40,200,000. At the end 
of 195 rd, they had in force only $18,200,000 which would indicate to 
me that during that 2-year period there must have been lapses or can- 
cellations of $22 million, which was in excess of the amount which 
was in force. 

Lieutenant Colonel Sarru. That is the first time I was aware of this. 
That is the American Investors ? 

Mr. Harpy. Well, that is according to my arithmetic, at this time. 
Let’s take the next one. American Standard Life Insurance Co. for 
the years 1952-53 and I believe that is the first year they started 
writing ordinary insurance. During that period they wrote $23,- 
739,174 life insurance. That is in 4 years, At the end of 1953 they 
had $ $9 million in force of a total of $23 million written. Which would 
seem to me with $9 million in races in 3 years they had a lapse of 
$14 million. 

Lieutenant Colonel Smrrn. I don’t recall that I am aware of that 
specific matter; no. I have scanned the records in Best’s on some 
of those. 
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Mr. Harpy. You didn’t analyze them very carefully unless you 
found these things out I don’t believe, Colonel? Did you place any 
particular significance on them ? 

Lieutenant Colonel Smrru. I would say there is other mutter in that 
report besides what you have brought out. 

fr. Harpy. That is correct. There is a lot of other stuff that didn’t 
look good to him. Let’s take the next one and I’m just doing them 
alphabetically. The next one ds Bankers Life Insurance Co. of 
America. No, that is not right. Yes, itis. Bankers Life Insurance 
Co., of Des Moines, Iowa. 

Mr. Hess. No, Dallas, Tex. 

Mr. Harpy. Bankers Life Insurance Co. of America, Dallas. The 
years 1950—apparently it began business in 1951. The 3 years here. 
In that 3-year period they wrote a total of $5,764,574. At the end of 
1953 they had $3,566,344 in force which would indicate to me that the 
percentage is a little bit better because they didn’t have but $1,278,000 
canceled. I glanced at one other company here. Concerning Bankers 
Life, there was one other facet that cae interesting to me. In the 
year 1953 they sold $3,805,074 worth of insurance but at the end of 
the year they didn’t have as much in force as they wrote during the 

ear. 
x Lieutenant Colonel Smiru. Which company is that ? 

Mr. Harpy. Bankers Life. Just a scrutiny of 1 or 2 others indicates 
the same situation. I just cite those, Mr. Chairman, as the example 
of the kind of companies that are operating in the European Com- 
mand, At least insofar as their lapses are concerned, something 
must be wrong if the policyholders only keep them a year. Do you 
have a comment on that ? 

Lieutenant Colonel Smrrn. Ido have some comment. I think it has 
been proven to the committee’s satisfaction that I am no expert on 
these matters but there are many cases I am sure from what you just 
said where a soldier will take out a policy, perhaps start his allotments 
running and leave the service and fail to keep his payments up and his 
policy Taped. There are probably many cases where he lets it lapse 
while he is still in the service. 

Mr. Harpy. In order to do it he has to cancel his class “A” allotment 
which he has made. 

Lieutenant Colonel Smiru. Yes. 

Mr. Harpy. He has to take affirmative action to cancel an insurance 
policy ? 

Lieutenant Colonel Smirn. Yes. 

Mr. Harpy. Now, if it was something that automatically lapsed be- 
cause he failed to do something, that is a different situation. But in 
these things the Army is collecting for the insurance companies the 
premiums because in most cases the soldier has made out an allotment, 
aclass A allotment, is that correct? 

Lieutenant Colonel Smirn. Well, I believe it has been brought to the 
committee’s attention the provisions of the AR with regard to these 
allotments and how they are collected. The Army is not a collecting 
agency. The Army is merely offering a 

Mr. Harpy. We are not talking about that particular function at 
this time. The point I'm trying to make is this. A soldier having 
made a class A allotment, providing for payments on his insurance 
policy, is required to take an affirmative action to cancel it / 
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Lieutenant Colonel Smrru. Oh, yes. 

Mr. Harpy. So it requires more action on his part, more study and 
consideration, than if he just failed to send in a remittance with a 
premium notice. 

Lieutenant Colonel Smrru. That is correct. Let me say this further 
while the point is under discussion here 

Mr. Harpy. I’m delighted to have any edifications that we can have. 
Weare really looking for it. 

Lieutenant Colonel Smiru. We are practically obliged to recognize 
these companies as long as they qualify under the regulations pre- 
scribed by the Department of the Army and that is our criteria under 
which we operate here and you read the regulations yesterday with 
regard to what happened if you undertake to ban a company and thus 
far of course notwithstanding Best’s reports or anything else we have 
not taken action since 1952 to ban any company that is doing business 
and no matter has been brought to our attention that would appear to 
support such action. 

Mir. Harpy. I of course realize, Colonel, that you are limited by 
regulations and I certainly don’t want to leave any impression that the 
committee is critical of you or anyone else for the carrying out of 
regulations. Now the committee may have something to say about the 
current regulations in existence at this time or the other aspects of 
that matter. I want to get that in the record. Do you know, Colonel, 
how much would be involved in the determination as to the percentage 
of class A allotments for the insurance or the number of class A allot- 
ments for insurance within the European Command that have occurred 
during the past year. Do you know whether that is very much of an 
accounting undertaking ? 

Lieutenant Colonel Smrrx. That would be an undertaking that this 
command could not accomplish. The only place information on that 
would be reliable from, would be the Finance Office in Indianapolis 
where these allotments are processed. 

Mr. Hess. All right, Colonel, thank you. 


TESTIMONY OF FRANK W. SMUIN 


Frank D. Smuin was called as a witness, was duly sworn and testi- 
fied as follows: 

Mr. Courtney. Mr. Smuin, you have been advised of your rights as 
a witness ? 

Mr. Smutn. I have; yes, sir. 

Mr. Courtney. And your constitutional rights? 

Mr. SMuIn. Yes, sir. 

Mr. Courtney. You are the general agent for the Bankers Life 
Insurance Co, of America, of Dallas, Tex. ¢ 

Mr. Smutn. Yes, sir. 

Mr. Courrney. And you have been employed by Standley A. Well? 

Mr. Smurn. Yes, sir. 

Mr. Courtney. Where does he live? 

Mr. Smurn. Here in Germany. At Kaiserslautern or Enkenbach. 

Mr. Courtney. What is his nationality and American residence if 
he has one? 

Mr. Smut. He is an American citizen and his domicile, I believe, 
is in Arizona. 
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Mr. Courrney. Mr. Smythe Hudson is another employee? 

Mr. Smurn. Yes, sir. 

Mr. Courtney. What is his American domicile? 

Mr. Smuty. He is an American citizen and he is domiciled in Okla- 
homa and he is temporarily a resident of Weisbaden, Germany, with 
his wife who is an employee of the Department of the Army. 

Mr. Courrney. Mr. Joseph Williams? 

Mr. Sutin. Joe Williams is no longer an agent and has not been 
for several months. 

Mr. Courrnry. What was his domicile, if you know ? 

Mr. Smut. I do not know, sir. 

Mr. Courtney. Francis Kennedy ? 

Mr. Smutn. Francis Kennedy—his stateside domicile, I can’t an- 
swer that but he is a resident here in Germany at the present time in 
Schwetzingen just outside Heidelberg. 

Mr. Courtney. What about Eric Atkins? 

Mr. Smuty. Eric Atkins. I don’t know his residence stateside. 

Mr. Courtney. Do these agents hold licenses from the State of 
Texas ¢ 

Mr. Smurn. Atkins does, sir. 

Mr. Courtney. Does Kennedy? 

Mr. Smvuin. Kennedy holds a Boine from Missouri, sir. 

Mr. Courtney. Does Hudson hold a license from Texas? 

Mr. Smutn. No, sir; from Missouri. 

Mr. Courrney. What about Well? 

Mr. Smut. He has a Texas license. 

Mr. Harpy. How much business did your office write last year in 
1953, the calendar year? 

Mr. Smury. On a calendar year, sir or—— 

Mr. Harpy. I believe it is a calendar year business basis that this 
is on, 

Mr. Smuty. I think up to December 31—I don’t have the figures 
here but it is between four and five million dollars’ worth, sir, on a 

face-value basis. 

Mr. Harpy. Do you want to say that over again? 

Mr. Smvuin. To December 31, 1953, I think our accounts showed 
between four and five million dollars. I would have to get back on 
the accounts there to verify that. 

Mr. Harpy. The reason I asked the question was because I thought 
that I had understood you had a pretty active agency here and yet 
GBest’s indicated that that company sold a total of only $3,805,000 
here. You did more business than 

Mr. Smutn. Well, of course, sir, I can’t reconcile Best’s with what 
my account shows and I have never gone into that. 

Mr. ILarpy. It would appear that your office is a substantial part of 
the Bankers Life Insurance Company of America / 

Mr. Smuvin. That is probably so; yes, sir. 

Mr. Harpy. Are you on the executive council of the association / 
Have you ever served on one of the investigating committees / 

Mr. Smuin. Yes, sir. 

Mr. Harpy. Tell this committee just what happens when you have 
an investigative committee. 

Mr. Suuty. Depending upon the gravity of the complaint, a com- 
mittee is appointed by the chairman. My predecessor, Mr. Turner, 
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was the president who appointed such a committee at one time, and 
I was on it. We go up to the installation that the complaint is regis- 
tered in. We try to contact all of those persons who we know to be 
involved in the complaint starting from your command on down. We 
always present ourselves at the command and let them know our busi- 
ness, who we are and what we are representing and attempt through 
them to locate those persons that are involved in the complaint. 

Mr. Harpy. Does Mr. O’Haire assist you in that / 

Mr. Smut. In many ways; yes, sir. That is to say if he is a mem- 
ber of the investigating committee, well, of course, he assists. 

Mr. Harpy. Is he generally a member of the investigating com- 
mittee 

_Mr. Suury. I wouldn't say generally but occasionally he is. Yes, 
sir. 

Mr. Harpy. Well, now, when he is not a member of the investigating 
committee, just what sort of assistance does he give the committee ? 

Mr. Smutn. Well, he certainly helps in the matter of making these 
contacts and can get hold of us who are located all over the area. It’s 
a central locale that he can get on the telephone. He knows our loca- 
tion and he can get these people together. 

Mr. Harpy. Does he advise you of the people to see? 

Mr. Smurn. I beg your pardon. 

Mr. Harpy. Does he advise you of the people it would be well to 
see 

Mr. Smurn. Insofar as he knows, yes. That is his business. If he 
knows somebody that he should see, of course he gives it. Just like 
anybody else would give the information. 

Mr. Harpy. Is a written report made / 

Mr. Smut. I would say that we try to de that, sir, and especially 
the last few months, we have tried to build this thing up on a mili- 
tary—I would say we have used the military manu: al as a model, so 
to speak, on our investigations. You must understand that this or- 
ganization is a new organization, and it has growing pains. 

Mr. Harpy. Well, the truth of it is you rely on Mr. O’Haire a whole 
lot. You have to rely pretty heavily on somebody ¢ 

Mr. Smurn. Yes, sir. 

Mr. Harpy. And he is the fellow who is the executive secretary and 
the only member of the association who gets any money for perform- 
ing a service; is that right? 

Mr. Smut. That is true. 

Mr. Harpy. And he gets how much? Are you aware of the amount 
of money he gets as a result of his service to the association ¢ 

Mr. Smutn. Yes, sir. 

Mr. Harpy. Pretty good salary? 

Mr. Smutn. Yes, sir; but he certainly earned it. 

Mr. Harpy. I’m not. questioning that at all but assuming that he 
earns it or he didn’t doesn’t make any difference to me. We will 
assume that he does. It is still pretty good pay. 

Mr. Smurn. Yes, sir. 

Mr. Harpy. Because of that when you have an investigating com- 
mittee you have to rely pretty heavily on him? 

Mr. Smut. Oh, yes. 

Mr. Harpy. And he assists you in the preparation of such reports as 
are made? 
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Mr. Smutn. He has done that; yes, sir. 

Mr. Harpy. And he collaborates with you in the recommendations 
which you make to the executive council? I presume you do make a 
recommendation ¢ 

Mr. Smurn. No, actually when this comes before the executive coun- 
cil and it is voted on, Mr. O’Haire doesn’t participate in the vote so far 
us saying, “Yes, this is correct” or “That 1s not correct.” He doesn't. 
Mr. Harpy. He doesn’t have a vote? 

Mr. Smutn. No, sir. 

Mr. Harpy. He doesn’t participate in the discussion 

Mr. Suv. He might in a collateral sort of way, but he doesn’t do 
in taking any particular side on the thing. 

Mr. Harpy. He makes no recommendations at all? 

Mr. Smut. No, sir. Unless he was a member of the investigating 
committee. Yes, sir. 

Mr. Harpy. Now I would like to go back to the first topic I asked 
you about and that is the question of the volume of business which your 
agency does, you have indicated that it did about $4 million worth of 
business in 1953. About how many lapses did you have during 1953 ¢ 

Mr. Sui. I have not calculated that, sir, but I would not consider 
it great. 

Mr. Harpy. You would not consider that great? 

Mr. Smurn. No. In telling our account on the thing, in the number 
of policies hitting the banks and those that are still on the books and 
the matter of renewal. 

Mr. Harpy. How long have you been general agent for Bankers Life 
here / 

Mr. Smurn. Since May of last year or thereabouts. 

Mr. Harpy. May of 1953? 

Mr. Smurn. Yes, sir. Mr. Opperud and myself have a joint agency 
so tospeak. That is to say we are both appoimted general agents. 

Mr. Harpy. And he had previously been general agent? 

Mr. Smurn. Yes, sir. 

Mr. HLarpy. Well, would you be surprised to know that in the 3 years 
of operation of this company—and I’m assuming that most of the busi- 
ness that comes from over here in view of the volume of business which 
you did in 1953—would you be surprised to know that more than 50 
percent of the insurance—of the equivalent of the insurance now in 
force has been canceled or has lapsed ? 

Mr. Smutryn. I wouldn't know that, for sure. I would have to have 
it shown to me. 

Mr. Harpy. That would be a surprise to you? 

Mr. Smuty. It very much would be because my account shows that 
the business that we have written has pretty well stuck on the books. 

Mr. Harpy. Well you have the fact that at the end of 1953 there 
was less insurance in force than was written in the year 1953? 

Mr. Smut. I didn’t get the question, sir. 

Mr. Harpy. Were you aware of the fact that at the end of the year 
1953 Bankers Life had less insurance in force than was written in 
1953 

Mr. Smury. That could be; yes, sir. 
Mr. Harpy. That is all, Mr. Chairman. 
Mr. Hess. Congressman Bray. 
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Mr. Bray. Are you what is called the general agent of Bankers 
Life 

Mr. Smurn. That is right. 

Mr. Bray. What is your job as general agent in regard to the other 
agents ¢ 

Mr. Smuin. Briefly, I would say that it starts from there. In re- 
cruiting your agent or if he has been sent over by the company, there 
is no need for recruitment. He must be oriented and he must receive 
what we call training. It is supplemental training actually here before 
he takes his qualitication examinations before the association which 
has been set up under the charter as a method of operation. 

Mr. Bray. Now can the agent collect the money from the soldier 
that buys the policy ¢ 

Mr. Smvuin. 1 beg your pardon. 

Mr. Bray. Do your agents have the right to collect the money from 
the soldier that buys the policy ? 

Mr. Savin. In acertain sense, yes. Where a man wants to pay cash, 

Mr. Bray. He does have that right? 

Mr. Smurn. Yes, but let me clarify that because he is advised of 
course to get a proper instrument to pay. Maybe he wants to pay a 
month or two. Say he might be leaving in 5 months. He wants to 
pay this 

Mr. Bray. All I want is that he has authority to receive the money ? 

Mr. Smuin. Yes, sir. 

Mr. Bray. Then does he remit to you or send it to the home 

Mr. Smuin. To me. 

Mr. Bray. Are you bonded ? 

Mr. Smutn. I am not bonded; no, sir. 

Mr. Bray. Are any of your agents bonded / 

Mr. Smurn. No, sir. It is hardly necessary. 

Mr. Bray. Without casting any aspersions at any individual but 
let’s say that you and the agent kept the money and didn’t send it 
back to the company. What would be the situation of the would-be 
policyholder ¢ 

Mr. Smutn. Well, he would still be all right, but you would probably 
be guilty of embezzlement. 

Mr. Bray. Then if the company blew up everybody would be out. 
Nobody would bother ? 

Mr. Smutn. I don’t understand the company “blowing up.” 

Mr. Bray. We will withdraw that. But at least there is no bond to, 
protect anybody regarding you or any of your agents, to protect the 
policyholder or the company. 

Mr. Sutin. No, not by way of bond, sir. 

Mr. Bray. That will be all. 

Mr. Courtney. Mr. Smuin, did you give your legal domicile in the 
States? 

Mr. Smut. Idaho, sir. 

Mr. Courrney. Are you licensed in the State of Idaho? 

Mr. Smutn. No, sir; I am licensed in the State of Missouri. 

Mr. Bray. I just have one question: Isn't it law in the State of 
Texas, that an agent selling for a Texas company should be a resident 
of the State of Texas? 

Mr. Sutin. I’m not familiar with that. 
Mr. Bray. If that is a law, you and all your agents are violating. 
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Mr. Smut. I wouldn’t say that, sir. 

Mr. Bray. Do you know any of your residents—any of your agents 
who are residents of Texas? 

Mr. Suvutn. Mr. Hudson may be a resident of the State of Texas 
but he is not licensed in the State of Texas. I’m not sure about that. 
T would have to check with Mr. Hudson. 

Mr. Bray. The only company you sell for is a Texas concern? 

Mr. Smuvury. That is true; ves. 

Mr. Bray. And T believe you gave the residence and as T recall you 
gave none of them as the State of Texas early in your examination? 

Mr. Yes, sir. 

Mr. Harpy. Now, Mr. Smuin, is this banker’s company—does it do 
business in Missouri? 

Mr. Smut. T understand that it does but T couldn’t give you that 
100 percent. T understand it does. 

Mr. Tlarpy. You wouldn’t know for sure whether it does or not? 

Mr. Sut. T can’t answer that 100 percent. It is my understand- 
ing that it does. 

Mr. Harpy. Well, Mr. Chairman, T just wondered about that, this 
particular point, and maybe somebody can shed some light on it. T 
doubt if Mr. Smuin can. T would like to clear it up while I’m think- 
ing about it. According to Best’s manual, this company is licensed 
only in Texas. Now is it in keeping with the regulations to permit 
sales of insurance by agents licensed in one State for a company that 
is not licensed in that State? 

Mr. Hess. You are asking me? 

Mr. Harpy. T am asking somebody. T don’t know who I’m asking. 

Mr. Goprrry. I’m Berl Godfrey from Fort Worth, Tex. I’m an 
attornev representing 7 or 8 life-insurance companies. 

Mr. Harpy. I'm not concerned with Texas law right now. I’m 
thinking in terms of the United States Army regulation rather than 
Texas law. 

Mr. Goprrry. You asked what the law was in Texas, sir? 

Mr. Harpy. I didn’t ask what the law was in Texas. I’m inquiring 
about the sale in Germany by an agent licensed in Missouri to sell 
insurance for a company that is licensed to sell insurance only in 
Texas. Now, if you can amplify that on the basis of Army regula- 
tions 

Maj. Gen. A. S. Newman. I’m not an expert but the regulation 
reads: 


Any commercial life-insurance company and its agents, if both are duly li- 
censed in any State or in the District of Columbia, will be permitted to solicit 
business on any Army installation. 

Mr. Harpy. And you interpret that to mean, General, that an agent 
licensed in Kalamazoo can sell insurance in the District of Columbia 
and licensed nowhere else on any Federal installation ? 

Maj. Gen. A. S. Newman. I never had oceasion to read this until 
now but I most definitely interpret it that way. 

Mr. Suury. And that is our understanding, too, sir. 

Mr. Courtney. In the event of an infraction of the law of the State 
of Texas concerning the sale—— 

Mr. Surin. I didn’t get the first part. 

Mr. Courrney. In the event that you violated the laws of the State 
of Texas concerning insurance agents licensed within that State and 
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companies doing business or to do authorized business within that 
State, what jurisdiction would the State of Oklahoma have or what 
jurisdiction would the State of Texas have ? 

Mr. Smutty. Would they need any jurisdiction ? 

Mr. Courrney. Well, I’m just throwing out the question for the 
record. 

Mr. Smvuty. Because my company would certainly cut my neck off. 

Mr. Courrnrey. You don’t have to answer the question. That is 
for the record. 

Mr. Hess. Thank you, sir. 


TESTIMONY OF MICHAEL ELLIS 


Michael Ellis was called as witness, was duly sworn and testified as 
follows: 

Mr. Courtney. Mr. Ellis, you have been advised of the rules of the 
committee, your rights as a witness and your constitutional rights; 
have you? 

Mr. Exuts. Yes. 

Mr. Courtney. Your residence is what ? 

Mr. Exvis. Grand Rapids, Mich. 

Mr. Courtney. You are licensed in what State? 

Mr. Exvuts. In Texas. 

Mr. CourrNry. And you have an agent, Walter Bush. What is 
his residence ? 

Mr. Exuts. His residence ? 

Mr. Courrnrey. What is his legal domicile? 

Mr. Exvuis. That I don’t know, sir. 

Mr. Courtney. Is he licensed in the State of Texas? 

Mr. Eis. Yes, sir. 

Mr. Courtney. Lewis Brown ? 

Mr. Exits. Texas. 

Mr. Courtney. Does he live in Texas? 

Mr. Ennis. Yes, sir. 

Mr. Courtney. Where ? 

Mr. Exuss. I don’t know, sir. 

Mr. Courtney. Arthur Ansen—what is his domicile? 

Mr. Exits. Missouri, sir. 

Mr. Courtney. Is he licensed in that State? 

Mr. Exits. In Missouri. 


. Mr. Courtney. Lawrence Elliot ? 
Mr. Extts. I don’t know where his domicile is but he has a Texas 
license. 
Mr. Courtney. John Shagawat, what is his domicile? 
‘ Mr. Eutts. I don’t know, sir. 


Mr. Courtney. What State has licensed him? 

Mr. Exuis. Texas, sir. 

Mr. Courtney. Mr. Ellis, you were the gentleman who was engaged 
in an altercation with one Stauart Reichstein ? 

Mr. Euuis. Yes, I am. 

Mr. Courrney. An agent of one of the companies doing business 
over here? 

Mr. Exuis. Yes, sir. 

Mr. Courrney. Thank you, Mr. Ellis, that is all. 
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TESTIMONY OF WILLIAM M. BARTLETT 


William M. Bartlett was called as a witness, was duly sworn and 
testified as follows: 

Mr. Courrney. Mr. Bartlett, you have been advised of your rights 
as a witness and the rules of the committee? 

Mr. Barrierr. Yes, sir. 

Mr. Courtney. You are representing what company / 

Mr. Barrierr. Mid-Continent Life Insurance Co. 

Mr. Courtney. How long have you been here, Mr. Bartlett? 

Mr. Barrierr. I believe that I got here on the 10th of October 1952. 

Mr. Courrney. You are domiciled where in the United States? 

Mr. Bartierr. Fort Worth, Tex. 

Mr. Courtney. What is the domicile of Mr. Nance / 

Mr. Barrierr. Mr. Nance, I believe his official resident is Waco, 
Tex. 

Mr. Courrney. What is his legal domicile? 

Mr. Barrierr. Well, sir, ever since I have known him he has lived 
here in Germany. 

Mr. Courtney. Is he an American national ? 

Mr. Barrier. Yes, sir. 

Mr. Courtney. And your knowledge would go back to 1952? 

Mr. Barrier. Yes, sir. 

Mr. Courtney. What about William W. Thompson ? 

Mr. Barrierr. Mr. Thompson’s legal address is Fort Worth, Tex. 

Mr. Courtney. Mr. William Stiegel ? 

Mr. Barrierr, Fort Worth, Tex. 

Mr. Courtney. Both of them licensed in Texas? 

Mr. Bartrierr. Yes, sir. 

Mr. Courrney. And Mr. Kenneth Berger? 

Mr. Barrierr. Brownwood, Tex. 

Mr. Courtney. Is he licensed in Texas? 

Mr. Bartuerr. Yes, sir. 

Mr. Courtney. Andre Featherstone. 

Mr. Barrietr. Dallas, Tex. 

Mr. Courtney. Is he licensed in Texas? 

Mr. Bartiertr. Yes, sir. 

Mr. Harpy. Do you know approximately how much business your 
agency wrote in 1953? 

Mr. Barrierr. Yes, sir. I could tell you within a few dollars if 
you mean the face value of the coverage of the policies. 

Mr. Harpy. Yes, that would be close enough. 

Mr. Barrierr. I would say around $12 million. 

Mr. Harpy. Written by your agency in Germany ? 

Mr. Bartierr. Yes, sir; but that would entail two companies. I 
would have to break it down. Most of it was written in Mid-Con- 
tinent Life Insurance Co. 

Mr. Harpy. Do you know how much was written in Mid-Continent ? 

Mr. Bartietrr. About $6 million, sir. 

Mr. Harpy. About $6 million in 1952 and $6 million in another 
company ¢ 

Mr. Barrierr. We didn’t go into business in 1952 until October 
when we got here. That is 1953—about $6 million. 
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Mr. Harpy. The $6 million was written in Mid-Continent ? 

Mr. Barruerr. Yes, sir. 

Mr. Harpy. Did you also write $6 million in another company in 
1953 ¢ 

Mr. Barrierr. We have an affiliate company, National Educators 
Life Insurance Co., and I am not cognizant of the exact amount of 
insurance written for National Educators. It would be a rough 
answer. 

Mr. Harpy. According to Best’s the total amount for Educators 
was $4,691,000. If you wrote a total of $12 million, you must have 
written 7 or 8 million dollars in Mid-Continent / 

Mr. Bartierr. That is right. 

Mr. Harpy. You feel that you probably wrote in your agency 
practically all of the insurance that was written for National Educa- 
tors in 1953? 

Mr. Bartuerr. As far as the military, yes. 

Mr. Harpy. I’m talking about the total now. These are total fig- 
ures, I presume ? 

Mr. Barrierr. Well, sir, I am not familiar with the amount of busi- 
ness done in the States by either company. 

Mr. Harpy. But Mid-Continent, according to Best, in 1953 did $11 
million total. It is quite obvious that your agency over here must 
be about carrying the company—both of them, perhaps ? 

Mr. Bartierr. I would like to think that perhaps. 

Mr. Harpy. You ought to be getting a right good proposition out 
of this. Can you tell the committee about the lapses or the policy 
surrenders that took place in 1953 ? 

Mr. Bartierr. No, sir; I can’t. I don’t have that knowledge. 

Mr. Harpy. That will be all, Mr. Chairman. 

Mr. Courrney. Although you have another affiliate, you have no 
other agency here / 

Mr. Bartiert. That is correct. 

Mr. Hess. That is all. 


TESTIMONY OF WILLIAM W. BRANHAM 


William W. Branham was called as a witness, was duly sworn, and 
testified as follows: 

Mr. Branuam. I am for the Life Insurance Society of America. 
I am the acting general agent at the present time. 

Mr. Courtney. That is Life Insurance Society of America of 
Birmingham, Ala. ? 

Mr. Branuam. Yes. 

Mr. Courtney. Mr. Branham, your legal residence ? 

Mr. Brannam. Atlanta, Ga. 

Mr. Courtney. From what State do you hold a license? 

Mr. Branuam. Alabama. 

Mr. Courtney. Mr. Branham, who is Mr. Boling Branham ? 

Mr. Branuam. That is my brother. He is in Atlanta, Ga. 

Mr. Courtney. How long have you been here? 

Mr. Branuam. I first came here on the 23d of February 1953 and 
I did return to the States for 4 months on November 10, 1953, and 
then returned here April 1 of this year. 
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Mr. Courrney. Is Mr, Horace Jones with the company ? 

Mr. Branuam. He is. 

Mr. Courrney. What is his legal domicile? 

Mr. Brannan. I believe he is a permanent resident of Europe. 

Mr. Courtney. Is he an American national / 

Mr. Branuam. He is an American national, permanently resident 
of Kurope, a retired Army officer. 

Mr. Courtney. From what State did he hold a license / 

Mr. Branuam. Alabama. 

Mr. Courtney. Mr. Boyd was the former general agent / 

Mr. Branuam. He is the general agent. He's back in the States. 
I’m acting for him. His domicile is Alabama and his license. 

Mr. Courtney. How about Mr. Calvin Compton ¢ 

Mr. Branuam. He lives in Alabama and licensed in Alabama. 

Mr. Courrney. Do you have any person employed by you in either 
of your companies who is not an American national / 

Mr. Brannam. No. 

Mr. Courrney. That will be all. 

Mr. Hess. Thank you very much. 

Mr. Courtney. Mr. Chairman, the committee has received for its 
official files a photostat copy of an address by Lt. Gov. Ben Ramsey, 
of the State of Texas, delivered October 15, 1954, relating to the sub- 
ject of insurance in the State of Texas, which has been submitted for 
the record, 

Mr. Hess. It may be made part of the record. 

(The information referred to is as follows :) 


ReMARKS OF Lr. Gov. BEN RAMSEY TO ANNUAL MEETING OF THE TEXAS LIFE 
CONVENTION, DALLAS, TEX., ON OCTOBER 15, 1954—Noon DELIVERY 


I am indeed grateful for this opportunity to be here and to talk shop with you 
gentlemen engaged in the insurance business. 

I want to talk with you as your lieutenant governor and as a fellow Texan. 

In a few short months the 54th legislature will be convened in Austin. I can- 
not recall, in my service as a State representative, a senator, and as the presiding 
officer of the senate, a legislature which must fulfill greater obligations to its 
citizenry. 

The public is keenly aware of two major State problems. Each must be dealt 
with judiciously and decisively. 

One obligation is the formation of a long-range policy of water and soil con- 
servation. The last two legislatures made a sound, if tentative, start toward 
enactment of such a program. I anticipate more permanent progress by the legis- 
lature to convene in January. 

The other paramount issue confronting the legislature is well known and recog- 
nized as such by you insurance men. There are serious claims outstanding 
against the operation of the insurance industry in Texas. The seriousness of 
this problem cannot be overstated. It involves the public, the Government, and 
you as insurance men. 

First, I want to commend the insurance companies for their assistance to the 
legislative council. Cooperation by the insurance family has been helpful in the 
preliminary study for correction of our inadequate insurance laws. As chair- 
man of the council, I asked for your advice and counsel. The response to our 
request—issued last May—has been heartening. The spadework, with your 
help, is being done. 

The council staff is studying a list of recommendations to strengthen exist- 
ing insurance statutes. The report will be reviewed by a subcommittee of two 
Senators and three house members before presentation to the full council, and 
finally the legislature. 

The objective is clear. Safeguards must be placed on our statute books to 
prohibit schemers and promoters from operating under the cloak of an insur- 
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ance charter. Unless the weaknesses and injustices are removed, the public, 
the State, and the insurance business may expect to suffer untold loss. 

Complete public acceptance is necessary to the preservation of the insurance 
business as a private enterprise. Such contidence must be derived from re- 
sponsible insurance management and adequate State supervision. The public 
must know its interest is protected. 

Many legislators have recognized the need for tightening our insurance laws. 
The 53d legislature, long before the big headlines confirmed their anxiety, 
directed the legislative council to study the cause of certain insurance failures. 
Numerous proceedings in the courts pointed up this glaring necessity. 

I am not interested in any trivial attempt to fix the blame for these deficiencies. 
The job at hand is to fix the laws. I fully agree with the insurance man who 
believes that a valid claim promptly paid is the best advertisement—and contfi- 
dence builder—for his business. 

Life insurance is somewhat set apart from the other members of the insurance 
family. In life insurance the claim is certain to occur and it is certain to be a 
total one. I am happy that publie notice—particularly through newspaper edi- 
torials—has been given the fact that the rash of receivership cases did not 
involve a single life insurance company. Over the last 15 years only one policy- 
holder in a Texas life insurance company has experienced any loss fro 
liquidation of a Company. 

Unfortunately, however, there is little in the public mind to differentiate be- 
tween the various members of the insurance family. This fact was clearly 
reflected in the hundreds of letters that have come to my office and to the legis- 
lative council. 

You men know the chapter recently written into the family album cf the in- 
surance business in Texas. You know of the cost to your businesses—merited or 
not—by the adverse publicity brought about by a small and special segment 
of the industry. 

The complexities and technicalities of the insurance business are vague to 
the average policyholder or prospective buyer. He has little knowledge of 
the different types of insurance and categories of companies. 

If hundreds of letters are any criterion, the average man does not stop in his 
reading to determine if the insurance company placed in receivership is a 
mutual, a stock company, a fire and casualty company, or a life insurance cem- 
pany. What sticks in the reader’s mind is that an insurance company has gone 
broke. The policyholder who suffers a loss knows what kind of a compnuy it is. 
He wants to know why he has been gypped. 

Many Texans, in the last year, have taken their insurance policies out, dusted 
them off, and wondered if they are worth the paper they are written on. There 
was every cause to wonder. Didn’t his neighbor, or a relative, get taken in? 
Confidence in the insurance business was shaken. It is serious when stockholders 
and policyholders see their savings and earnings go down the drain in what they 
thought were rock-sound companies. 

These companies whose operations and failures caused so much publie concern, 
as you and I know, were conceived and nourished by unscrupulous manipula- 
tions. Promoters, working in the fringe of the law, were chasing the fast dollar. 
Too often they got it at the expense of a trusting public. 

Wild stock promotion schemes. Inflated property values. Watered assets. 
Brochures bragging about a $2-million business when the company didn’t have 
enough money in its reserves to pay a $9 claim. Dry oil wells listed as assets. 
You know the story. Few pages more fraught with fraud have been written in 
Texas business history. 

The question is not how few companies have wrought this harvest of broken 
confidence and tragic loss. The duty of the State government—to free enterprise 
and to the public—is to prevent any such insurance operations. 

It would be simple if a policyholder could protest to a grand jury and have the 
sharpshooters cleaned out. But indictments will not pay the claims of insolvent 
insurance companies. The policyholder is left emptyhanded. His savings and 
earnings were taken from him with the subtle adeptness of a skilled pickpocket. 

Mind you, some key officers and promoters have been in as many as three of 
these company receiverships. You can throw the manipulator in jail, close out 
his business. But if the loopholes are not closed—securely—there surely will be 
another fellow along after a charter and the easy dollar. 

It is the Government’s fundamental duty to protect the public. The responsi- 
bility, unmistakably, rests first with the legislature to provide the proper insur- 
ance climate—safety for the investor. 
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What is the risk as business now stands? The insurance business is the biggest 
business Texans ever built without the aid of a natural resource and without 
outside capital. We have seen what a few parasites can do in undermining the 
goodwill and public faith which over 1,800 companies have built, Let these pro- 
moters operate and we jeopardize the employment of some eighty thousand em- 
ployees. Lose public confidence, and State and local revenue from insurance 
will decline—functions of the State’s second largest business will be impaired. 

I do not contend that the deficiencies in our laws are responsible for all the 
slick deals pulled by the insurance promoters. The perjury statutes cover some 
of them. But I stanchly maintain that corrective legislation is the proper start- 
ing point to cure the fundamental ills. 

I am not breaking any confidences when I cite these deficiencies. The public is 
aroused. The people know that when 50,000 stockholders are left holding the 
sack because an insurance company can start out on a shoestring and sell policies 
while completely insolvent, that the legislature and the insurance commission 
have failed them. The public is in no frame of mind for further abuse. People 
want the wrongs righted. They want results—not excuses. They expect the 
legislature and the insurance commission to provide maximum protection. The 
public will get what it deserves, or it will be heard from. 

It is squarely up to the Government, in firm action, to say, “We will not tolerate 
these iniquitous frauds.” 

Last summer I said that the ill wind whistling around the insurance business 
would blow Texans some good. 

First, a thoughtful approach to the problem is being taken by those in Gov- 
ernment and in the industry. Careful stocktaking rather than crusading zeal 
is the pattern for equitable results. Faulty operations should be outlawed 
without damaging soundly based insurance concerns. The cure must not be 
worse than the cold. 

Recommendations for corrective legislation thus far submitted to the legislative 
council, falk within three general classifications: They are (1) regulations with 
respect to the qualifications necessary for an insurance company charter, (2) 
requirements for adequate capital and management, and (8) proper examination 
of companies. 

The insurance business has a high calling in the public interest. Men in the 
industry must be of the highest character. Strict rules of honor must apply 
in their operations. Honesty and integrity are essential in the business guardian- 
ship of funds received through the sweat of the investor’s brow. The policy- 
holder’s hard-won earnings are his future. Therefore, the actions of insurance 
men should be given the close scrutiny as required in banking. Take care of 
the little investor and the big investor surely will be protected. 

I personally would advocate that the insurance commission act as a com- 
mission rather than function in three distinct divisions as it now operates. Under 
single authority and pinpointed responsibility, the commission’s policies and 
services, I think, would be immeasurably improved. 

Any effort to legislate the small companies out of business will defeat the 
efforts to strengthen our laws. We must be fair and we must be realistic. A 
small company is not necessarily a poor one, A large company is not necessarily 
a good one. Large or small, there is no place in Texas for tricky policies and 
fine print provisions to confuse and mislead the policyholder. Why should the 
public tolerate the company that refuses to pay an honest claim? Satisfied cus- 
tomers keep any business prosperous. People are not concerned about the size 
of an insurance company. They are interested in adequate ultimate protection. 
They want assurance that they, or their beneficiary, will get their money when 
it is due. That is the test. 

Confidence in the industry can be solidified by improvement in day-to-day 
performance, proper State supervision and by telling the public about such 
progress. 

Time and again the insurance industry has had its problems. There are the 
usual percentage of claimants who have a tendency to fudge. There are many 
other occupational hazards. But there have been bigger problems. The in- 
dustry weathered the storm in Texas following passage of the Robertson Act 
that required investment of reserves in Texas securities. The industry has done 
admirably. In 47 years it has grown into a major economic factor, Annual 
premium income is in excess of $2 billion. 

Gov. Jim Hogg waged his war to oust from the State so-called wildeat com- 
panies. Other States have had their difficulties. From 1885 to 1906 when the 
industry was registering a phenominal growth in New York State, the Armstrong 
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investigating committee stepped in. Weak and poorly managed companies were 
weeded out. The industry thrived. 

The point is, history shows that after these hard knocks and adjustments, 
the industry grows stronger. There are years of unprecedented progress. 

Adequate laws bringing the restoration of public confidence undoubtedly will 
increase business. The companies which have conducted their operations on a 
sound basis even under some faulty laws will prosper. 

Repeated acts of fraud and deceit have sounded the warning. The promoters 
must go. The public is demanding it. 

Supply the remedial legislation and then if the insurance industry fails to 
perform its duties, let it stand condemned before the public and the State. There 
is no place under the Texas Constitution for personal tragedy inflicted by pro- 
moters Whose vision of honesty has been dimmed by the cataracts of cash. 

The 54th Legislature has the initial job to do. It must keep faith with the 
public—or be held accountable for its failure. The house firmly built, the Insur- 
ance Commission must keep it in order. 

I say the job must be done. I say it will be done. 

Thank you. 

Mr. Prrman. My name is Ralph Pitman. Tm an attorney from 
Washington, D. C., representing some companies and I would like 

permission of your committee, if I may, for Mr, Ellis and Mr. Dickey 
to submit statements. It will not delay your continuing your hear- 
ings and there are matters that are pertinent. 

Mr. Hess. They will be permitted to submit statements any time 
prior to the 15th of this month. If there are any other statements that 
anybody cares to submit, we shall be glad to receive them and pass 
upon them. This hearing stands recessed until further call of the 
chairman. 

The committee convened at 2:15 p. m., December 8, 1954, at Head- 
quarters, United States Air Force Europe at Wiesbaden, Germany. 

Mr. Hess. Meeting will come to order, please. 

William Albach was called as a witness, was duly sworn and testified 
as follows: 


TESTIMONY OF WILLIAM ALBACH 


Mr. Courrney. Mr. Albach, you are domiciled where ¢ 

Mr. Atpacu. In Chicago, Il. 

Mr. Courtney. And you have resided in Germany for some time / 

Mr. Ausacu. Three and a half months again now but since 1951. 

Mr. Courtney. Since 1951? 

Mr. Avsacu. I traveled back and forth. 

Mr. Courrnry. You have been back and forth and your residence 
in Germany is? 

Mr. Avsacn. Frankfurt Main. 

Mr. Courrney. Now you have had several businesses since you have 
come to Germany? You started with the National Broadcasting Co. 
in Chicago. Iam leading so we can get into this. 

Mr. Right. 

Mr. Courtney. Then you came to Germany and you got in what 
kind of business here ? 

Mr. Atpacu. Motion-picture business at first. 

Mr. Courrney. And you are a producer of films / 

Mr. Avpacu. Yes. 

Mr. Courtney. I think I asked you whether you were an American 
National holding a United States passport. 

Mr. [ama United States citizen. 
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Mr. Courrnry. Now, you have responded to a subpena ? 

Mr. Avsacn. I have. 

Mr. Courrnry. Which the committee has served upon you. Now 
Mr. Albach, I have advised you of your constitutional rights under 
the fifth amendment ¢ 

Mr. Atpacu. Yes, sir. 

Mr. Courtney. And I also advised you of the rules of this commit- 
tee under which you are entitled to have counsel if you choose. You 
are aware of those ? 

Mr. Avsacn. Right. 

Mr. Courtney. And with that information and with the knowledge 
of your rights are you prepared to testify ? 

Mr. Avsacu. I am prepared. 

Mr. Courtney. Mr, Albach, did there come a time in Germany 
‘hen you became connected with the sale of life insurance 4 

Mr. Atnacu. That is correct. 

Mr. Courrnry. When was that ‘ 

Mr. In June 1953. 

Mr. Courtney. Will you tell us the circumstances ? 

Mr. Atsacu. I was in desperate need of a position to make a liveli- 
hood for my family here in “paces and I was introduced to the gen- 
eral agent, Mr. George Ashley, of the American Standard Life Insur- 
ance Co, in Frankfurt. 

Mr. Courtney. Did he also have another company for which he 
operated ¢ 

Mr. Aupacnu. At the time when I was introduced I didn’t know 
what companies he had but he did have another company which he 
told me on the second day of my meeting with him that he would 
give me the position but that he couldn’t employ me immediately for 
the American Standard Life Insurance Co. but he had another com- 
pany, Western Fidelity, I believe. I am not quite sure. Somethin 
like that. He gave me also a policy on Western Fidelity and he sai 
I could carry the policy with me but should sell American Standard 
Life insurance. 

He informed me of the reasons that a company was only allowed 
to have 6 agents and American Standard Life Insurance Co. was at 
this time filled up with its quota of 6 agents, yet he believed it was 
perhaps a favor to me that he wanted to give me a job. I was des- 
perate and he knew it. So he put me on under the other firm. I 
recall distinctly that I have told him I would rather sell American 
Standard Life insurance than the other because the policy as I read 
it and saw the literature looked much easier to me than the other 
policy even though I still don’t understand anything from either one 
today. 

Mr. Courrney. All right now. You are up to the first conversation 
with Mr. Ashley. Your introduction to the insurance business. What 
followed after your first meeting ? 

Mr. Ausacn. He appointed me to go along with another agent by 
the name of Red Gordon. That is an alias name. He has another 
name besides that. His former name I do not recall. I was informed 
that under Red Gordon’s instructions and supervision I would learn 
very quickly because he was one of the best insurance agents in the 
business. 
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Mr. Courrney. Allright. Now then, you proceeded after that to do 
what ? 

Mr. Avgacn. I went with Mr. Gordon to Darmstadt to the district 
which we were assigned and specifically Kelly Barracks in Darmstadt. 

Mr. Courrney. Did you have any credentials at that time with you 
as a representative of either the American Standard or any other 
company ¢ 

Mr. Atsacu. I was given only a letter from Mr. Ashley with the 
heading American Standard Life Insurance and a letter of Western 
Fidelity something. I will not say for sure if that is the name but 
it was another company. Perhaps | can find these copies of the letters 
yet. 

Mr. Courtney. That letter introduced you in what capacity? 

Mr. Atsacu. Introduced me as an agent of the American Standard 
Life Insurance Co., but I had no license as yet. 

Mr. Courrney. And you had no instructions in the insurance 
business ¢ 

Mr. None whatsoever. 

Mr. Courtney. All right. Tell what you did after that? 

Mr. Aupacu. I went in the caserne with Mr. Gordon for about 2 
weeks. At that rate I learned and I had to learn how Mr. Gordon 
approaches the soldiers. He went right into the barracks and there 
he gathered several soldiers, whoever it was, in a room—4 or 5; some- 
times 2—and he started to give the sales talk on the insurance, the 
savings. 

Mr. Courtney. How did he attract the attention of the people 
inside the barracks ? 

Mr. AvBacn. With a very friendly and pleasant “Howdy.” That 
is how we entered usually the rooms and it was quite obvious Mr. 
Gordon was well known in Kelly Barracks already. Frequently he 
started out with his so-called card tricks and in this manner attracted 
attention. The colored boys are very much interested in the cards, 

Mr. Courtney. This is before integration ¢ 

Mr. Atsacu. That was before integration. It was already in June. 
Integration didn’t take place until, I ‘believe, November. 

Mr. Courtney. Go ahead. 

Mr. Ausacu. And when he started with his card tricks of course 
we had 1, 2, 3—about a dozen boys around us—and Mr. Gordon was 
quite clever with the cards as a magician and when sufficient of them 
were around we switched from the card tricks into insurance and after 
the second trip we went out and I helped selling too because I then 
knew the policy and what questions to ask and how to fill out the 
application forms and then we both wrote insurance in the same room. 
There were perhaps 2 or 3 or 4 fellows that were interested and it was 
time that we wrote those policies quickly or the applications better so 
that we would take care of the rest of them who were waiting if we 
didn’t want to lose them in the meantime, because the boys weren't 
quite sold when they said “I’m interested” that they would wait until 
we got through, so then it meant to write the applications as quickly 
as possible. 

Mr. Courrney. Did you have with you allotment forms for pay 
deductions to pay the premiums on the policies that were sold? 

Mr. Yes. 
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Mr. Courtney. All right. Now what else transpired at these 
meetings ¢ 

Mr. Ausacu. After we would sign up perhaps one soldier, always 
asked him “Now do you have a friend, a buddy of yours, who hasn’t 
got any insurance or who is interested in it or needs insurance?” and 
so We got our recommendations from one soldier to the next. 

Mr. Courtney. All right. Now this business of which vou speak, 
accompanying Mr. Gordon, how long did that continue ‘ 

Mr. Atpacu. Exactly about 3 weeks to a month. 

Mr. Courrney. And at this time or at any time, did you apply for 
a license to sell insurance ? 

Mr. Avsacu. During that time Mr. Ashley has mentioned to me 
that he had put in a request at the home office in Fort Worth, Tex., 
that as soon as my license comes through—he said “by that time you 
have learned and you will have to make an examination and then you 
will be a full-fledged insurance agent,” and I believe it was about July 
when I received a card, a license, from the insurance company, Ameri- 
‘an Standard Life Insurance from Fort Worth, Tex., licensing me as 
an authorized agent. 

Mr. Courrney. As an authorized agent ¢ 

Mr. Yes. 

Mr. Courrnry. Now did you do anything to apply for approval 
as an agent in the State of Texas / 

Mr. Atpacu. Nothing whatsoever. 

Mr. Courrney. Did you ever obtain a license from the State of 
Texas? 

Mr. Avsacu. That was the only license. 

Mr. Courrney. That was the only license. Have you ever been a 
resident of the State of ‘Texas? 

Mr. Avsacn. Never. 

Mr. Courrney. Do you have an address in the State of Texas / 

Mr. None. 

Mr. Courrney. Did you ever have an address in the State of Texas / 

Mr. Avsacn. Never. 

Mr. Harpy. Did your license indicate that you were a resident of 
Texas? 

Mr. Ausacn. Yes, sir; to my judgement it does, because my name 
appears in front of the license and immediately underneath my name 
is an address of Fort Worth, Tex. 

Mr. Courtney. A street address 

Mr. Aupacn. Yes. 

Mr. Courrney. Do you know who lives at that address / 

Mr. Ausacn. I donot. I presume the company. 

Mr. Covurrney. After you got the license, then what transpired ? 
The license from the American Standard Life of Fort Worth, what 
transpired ¢ 

Mr. Ansacu. At that time I asked Mr, Ashley if I could not sell 
alone. I didn’t want to go out with Mr. Gordon any more. I was 
not interested in going with anybody else because as I understand the 
agents were to go in pairs. I wanted to go by myself. He granted 
that to me. 

Mr. Courtney. When did that occur? 

Mr. Arsacu. That occurred in July. 
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Mr. Courtney. Now what did you do about obtaining a license from 
or an authorization from the military authorities ¢ 

Mr. Arsacu. I did do nothing. 

Mr. Courtney. What did you do in that respect ? 

Mr. Atsacu. One day Mr. Ashley, I cannot quote the day, I believe 
it would be on this letter. 

Mr. Courtney. On a letter which you have ? 

Mr. Arpacu. Yes. I was asked to come with Mr. Ashley to Heidel- 
berg to meet a Captain Smith if I am correct. I have seen the name 
several times on letters. 

Mr. Courtney. What transpired at the meeting? 

Mr. Arpacu. Before we went in the ofiice of Captain Smith, I was 
told by Mr. Ashley—I would like to quote Mr. Ashley : “You keep your 
mouth shut. Just sit and smile and say nothing.” We entered the 
room. I followed Mr. Ashley’s instructions. Mr. Ashley and the 
captain conversed pertaining to certain other matters that preceded 
as several weeks. I didn’t understand what it was all about, but 

1e introduced me as one of his new agents. That was all. 

Mr. Courtney. Were any discussions had of your qualifications to 
sell insurance ? 

Mr. Aupacn. I believe I was just asked if I had read a directive. 
T said, “Yes.” 

Mr. Courrney. And that was the only conversation ? 

Mr. Arsacu. That was all. 

Mr. Courtney. Was that question asked by Colonel Smith? 

Mr. Ausacnu. I do not recall that. 

Mr. Courtney. What else transpired at the meeting? 

Mr. Avsacu. It was rather short, about 10 or 15 minutes, and we 
left again and Mr. Ashley mentioned, “Now you will get your ap- 
proval, your military or USAREUR approval and with that letter 
now you can really go anywheres.” I must insert here when I first 
went out with Mr. Gordon and after when I went singly into the 
caserne to sell, he always told me not to approach an officer or to go 
out of the way because I had no right to go in yet. 

Mr. Courtney. All right now, come back to the time that you had 
this interview in Colonel Smith’s office. What followed on that? 
Did you obtain a license ? 

Mr. Atpacu. Yes; a few days afterward I received a letter through 
Mr. Ashley in the mail from the captain’s office from Heidelberg 
recognizing me as an authorized agent of the American Standard Life 
Insurance and that I was entitled to go into the casernes providing 
that I followed the directives as given by the military and thus I was 
recognized. 

Mr. Courtney. Is the photostat which sits in front of you now a 
photostat of the permit you received ? 

Mr. Atsacn. No. This is a photostat of the letter, the European 
Association of Life Underwriters which is also a certificate, an ap- 
proval from the European Association of Life Underwriters that I am 
licensed and authorized to sell insurance in the casernes. 

Mr. Courtney. Let’s pass that. There is one question which I 
omitted. Are you licensed as an insurance agent in any State or Ter- 
ritory of the United States? 

Mr. Arsacn. No. 

Mr. Courtney. Nor the District of Columbia ? 
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Mr. Atsacu. No, I am not. 

Mr. Harpy. Except for your Texas license / 

Mr. Apacn. Yes. 

Mr. Courrney. Well, anyway, after you got this certificate from 
Colonel Smith’s office or following your interview, what training if 
any Was given you in connection ‘with the sale of insurance and the 
information given you as to the types of policies and the financial con- 
dition of the company and certain things of that kind. What training 
was given you? 

Mr. Avsacu. At first I was given the policy and I was told to read 
the policy paragraph by paragraph and concentrate mainly on the 
premiums to be paid as well as the amount of the policy and how the 
premiums are being figured according to the amount purchased—2,000, 
4,000, or whatever the soldier desired and should study the para- 
graphs of the policy so that I could answer questions that might arise. 
I had no other directives but that. Furthermore, | was given several 
advertising materials. Among others this blue pamphlet that I 
brought along with me. 

Mr. Courrney. Mr. Chairman, may I interrupt to ask that this be 
made a part of the record, 

Mr. Hess. It may be made a part of the record. 

Mr. Courrney. That is a pamphlet marked “Albach No. 1.” Go 
ahead Mr. Albach, please. 

Mr. Avsacu. In that Dunne’s report— 

Mr. Courrney. For the record let it appear that that report is 
Albach No, 1. 


(The information referred to is as follows :) 
DUNNE'’S INSURANCE REPORT 


AMERICAN STANDARD LIFE INSURANCE Co., Fort WortH, 


1952 ANALYSIS 
Policyholders’ rating, January 1, 1952, A+ (excellent) 


Dunne ratings are not based upon size, age, or location, but upon those finan- 
cial and management factors which actually determine a company’s ability to 
meet its obligations. The analytical factors listed below are based on this com- 
pany’s current operating figures and the latest available 5-year average operat- 
ing figures for the 15 largest life-insurance companies. These companies are 
recognized as superior from the standpoint of financial stability, management, 
and operations. A company that compares favorably with these leaders is neces- 
sarily classed as sound and entitled to complete public contidence. 


ASSETS 
For each $100 of liabilities: 

5-year average, 15 largest 107. 21 


American Standard Life 
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ASSETS 
An increase in assets is indicative of progress and general well-being in an 

institution. Percentage of gain: 

5-year average, 15 largest companies__ percent 7.05 

American Standard do 32. 15 


INSURANCE IN FORCE 


Increase in insurance in force, when accompanied by a sound financial con- 
dition, shows the progress of an institution. Percentage of gain: 


5-year average, 15 largest pereent 06 
American Standard Life_ ...--do._.. 390. 00 


LIQUIDITY 
When a company maintains a large portion of its assets in a liquid condition 
it is prepared to inmediately meet all contingencies. 


5-year average, 15 largest companies- 66 
HISTORY 

American Standard Life Insurance Co. of Fort Worth. Tex. will celebrate 
its 25th anniversary during 1952. Organized in December 1927 as American 
Standard Insurance Co., the company commenced business as a pioneer in the 
accident and health field. In 1946 the corporate structure of the company 
was changed, increasing capital and permitting the acceptance of all forms of 
life insurance, annuity, and retirement fund contracts. 

At December 31, 1951, the company had in force life insurance totaling 
$6,142,130 and 15,000 accident and health policies, insuring the holders against 
loss of time from sickness or accidents, hospital bills, or medical and hospital 
bills in cases of polio. The total of accident and health insurance in force 
exceeds $200 million. The capital of the coumpany is $100,000 and surplus $51,645. 
The executive officer is William Hunter McLean, president. 


RATING 


Our policyholders’ rating of this company as of January 1, 1953, is A+ 
(excellent). 

Mr. Atpacn. This I have had to show to prove to the soldiers that the 
American Standard Life Insurance Co. was one of the largest. in the 
United States according to what figures indicated but one word had 
changed actually the whole underst: anding of the pamphlet. Namely 
it meant in turnover in business rather than in size of company. The 
soldier understood it and accepted it as being the largest. 

Mr. Courrney. Whereas in fact it was the largest in the turnover in 
business or lapsed policies ¢ 

Mr. Aupacu. Yes, it has helped me to sell policies. 

Mr. Courtney. Now you have got the literature, the policies and 
then what else did you do? 

Mr. Avgsacn. I was informed also by Mr. Ashley “you will have to 
make shortly an examination before you become a member or can 
become a member of the European Association of Life Underwriters” 
and I inquired as to the diffic felis of such an examination since I knew 
in the United States we send men to colleges for many years to study 
the life-insurance business and I couldn’t hardly conceive the idea that 
in a short. period of time I could pass an examination. He told me 
“Don’t worry about it; if Red Gordon can pass it, you certainly will, 
so forget about it.” It was about a few weeks afterwards Mr, Ashley 
handed me a form, approximately 8 to 9 pages, on which questions and 
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answers pertaining to the life-insurance business were printed on. 

Mr. Courtney. Were you told to study that pamphlet? 

Mr. Avgacu. I was told to study it. 

Mr. Courtney. Did you? 

Mr. Areacu. I have read every night on that but I would like to add 
perhaps life insurance did never appeal to me to the extent that I could 
even understand some of these questions or even properly digest them 
yet I did memorize these things more or less literally rather than that 
I did understand them. 

Mr. Courtney. Well, come to the time of your examination, then? 
Did you have any other preparations other than this series of ques- 
tions ¢ 

Mr. Anpacu. My examination was postponed several times and alto- 
gether it was a month after the first day that I received this mimeo- 
graphed questionnaire. A week before the month was up I received a 
bluebook from Ashley. 

Mr. Courtney. What was that? 

Mr. Axsacu. In that book was the laws of the life-insurance busi- 
ness, 

Mr. Courtney. For the State of Texas? 

Mr. Atpacu. I don’t recall now the title or the publisher. 

Mr. Courtney. How large a book was it? 

Mr. Atsacu. A book about that thick [indicating]; I would say 
about 120 pages or something like that. 

Mr. Courtney. Did you study the booklet on the laws? 

Mr. Atpacu. I have read and studied the booklet. In fact I pur- 
chased a notebook and devised my own shorthand in order to cram 
most of the important questions in it and felt when the time of the 
examination comes, I must make a check on it that I would have my 
notebook on me and could check on it. In fact I still have the notebook. 

Mr. Courrney. Did you take an examination then ¢ 

Mr. Ausacu. I did take an examination. Mr. Ashley took me to 
Mr. O’Haire’s office or rather the European Association of Life Under- 
writers. 

Mr. Courtney. Where is that? 

Mr. Avsacu. In Frankfurt on the Seil. 

Mr. Courtney. When was that as near as you can remember? 

Mr. Atsacn. That was about August I should say. 

Mr. Courtney. Of 1953? 

Mr. 1953. 

Mr. Courrney. Tell us what occurred on the occasion of the ex- 
amination. 

Mr. Avsacu. Mr. Ashley was quite upset that morning when he 
asked me. He said, “Well, have you studied it? Do you know all the 
answers?” and I answered him, “No, it is impossible for a man in 1 
week to study a book of this size and with the legal terminology and so 
on and the broadness of insurance in its various phases. I cannot hon- 
estly say that I go to this examination with confidence. I don’t think I 
could answer it.” He said, “Well”—he rather insulted me. He called 
me a dumbbell and all of this and he said, “all right, let’s go.” I said 
“there is no use going up there.” “Don’t worry about it. You will 

ass. Just do what I tell you.” We went up. I was introduced to 
r. O’Haire. Mr. O’Haire was a very pleasant gentleman, That’s 
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all I can say. He asked me if I was ready for an examination. I 
didn’t answer. Mr. Ashley answered for me. He said “Yes” and we 
went into the next room. I waited for about 5 or 10 minutes. There 
I received a notebook in front of me with another mimeograph ques- 
tionnaire of about 2 pages. 

Mr. Courtney. Let me interrupt it there. Who were in the room 
with you? 

Mr. Avpacu. In that room there was only another gentleman. I 
believe he wasGerman. I had poconversation with him. He appeared 
to meto be German. I believe a bookkeeper perhaps. 

Mr. Courtney. Was he participating in any way in the examina- 
tion? 

Mr. Avpacu. No. 

Mr. Courrnrey. Was O’Haire there 

Mr. Avtsacu. Mr. O’Haire was in the other room, in his room. 

Mr. Courrney. All right. Then you were alone in the room with 
Ashley and the questionnaire / 

Mr. Apacn. At first I was alone by myself for about 20 minutes. 
During that time I read the questions but I didn’t answer any as yet. 
I wasn’t quite through reading them all yet. After 20 minutes, Mr. 
Ashley entered the room and he says “How far are you?” I looked 
at him and he said “What, nothing yet.” I said “All blank” and 
again he started insulting me and he says “Just wait a minute” and 
he went out into the next room again and a few moments afterward 
T heard the door to the next room open and I believe Mr. O’Haire left 
the office. Mr. Ashley came in. He had the bluebook out of which I 
was studying. 

Mr. Courtney. Out of which you had been studying? 

Mr. Aupacu. I had been studying previously and he opened the left 
second drawer of the desk, placed the bluebook in there, pulled a 
chair next to me and he said, “What is the first question?” I read the 
first question and Mr. Ashley reached in the drawer and looked it up in 
the book and dictated it to me. 

Mr. Courtney. Did you then write it down on your questionnaire ? 

Mr. Axtpacn. I followed exactly the dictation. In fact I recall I 
said to Mr. Ashley “Not so fast.” I couldn’t write that fast. 

Mr. Courtney. What else transpired / 

Mr. Atsacn. When we were through there were several people in 
the next room. Mr. Ashley quickly closed the book and closed the door 
and started walking around the room. He said, “We will have to be 
very careful or you will never pass.” 

Mr. Courtney. All right. You finished the questionnaire, did you? 

Mr. Axgacu. All right. I had finished the questionnaire. here 
was some question that I had answered in the meantime while he had 
to wait because somebody came. I answered those questions which I 
found out they were luckily correct. I was not prompted by Mr. Ash- 
ley but when I was through with the examination, Mr. Ashley took 
the book and took it outside to the secretary, I presume. To the lady 
in the anteroom, and he asked me to go into the store on the Seil and 
have 6 pictures made, 6 passport pictures. I asked him for what. He 
said “We will need those pictures for the records and you want to have 
acard. You have got to have a card to be a member of the association. 
Don’t ask any questions. Go and get the pictures.” I had the pictures 
made and returned and in my presence the pictures were properly cut 
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to the size and pasted onto the membership card of the European Asso- 
ciation of Life Underwritters. 

Mr. Courrney. That all occurred on the same day ¢ 

Mr. Ausacu. All on the same day. 

Mr. Courrney. And on the same occasion 

Mr. Aunacn. Right. I was told L would get my card the next 
day and I herewith am a full-fledged and authorized and accepted 
member of the European Association of Life Underwriters and T am 
sorry this date is not on this letter and this letter before me had 
been given to me at the time right after the examination together 
with my license, this letter and the member card of the HKuropean 
Association of Life Underwriters and the letter from USAREUR. 

Mr. Courtney. Did you pay any money for the examination and 
the license that was given you ¢ 

Mr. Atracu. I did not. Mr. Ashley I recall distinctly paid the 
fee because the girl had asked him and I questioned Mr. Ashley. I 
said “By the way, do I have to pay every month a membership fee 
on that?” He said “Don’t worry about it, we pay it for you.” 

Mr. Courrnery. How much was paid? Do you remember? 

Mr. Atnacn. I believe that examination was $50. 

Mr. Covurrney. And let’s—and the membership fee I believe was 
something like $20 or $25 a month. 

Mr. Harpy. You never had to pay it? 

Mr. Atnacn. No. Mr. Ashley said he would pay it. 

Mr. Courrnry. As far as you understand he did? 

Mr. Atnacn. Yes. I did ask him if that was to be deducted from 
my earnings. He said,“No. Don’t worry about it, we will take care 
of it.” 

Mr. Courtney. Coming back to the question there just for one 
moment. Of the total number of questions on the questionnaire which 
was answered in the way that you have indicated, can you give the 
committee an opinion as to how many you were able to answer on 
your own responsibility and from your own knowledge ¢ 

Mr. Atsacu. About six. 

Mr. Courtney. Out of how many? 

Mr. Atsacnu. Out of about 50. 

Mr. Courtney. Now then you have gotten your license and what 
happened after that? The license from the European Life Under- 
writers Association 

Mr. Ausacn. I was quite pleased that I passed an examination and 
became an insurance agent and Mr. Ashley was very pleased and he 
said “Now you are a full-fledged insurance agent, now go out and 
pitch,” and I did. 

Mr. Courrney. All right. Now tell us of your career after that in 
selling insurance. To lead you just a little bit, you were given a kit 
of materials, I presume, literature / 

Mr. Atsacu. That is right. 
Mr. Courtney. And you have presented that to the committee. 
Mr. Exactly. 
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Mr. Courtney. I want to show you a series of five pages referring to 
the types of policies and referring to the different amounts of the 
policies. Will you examine them please / 

Mr. Yes, sir. 

Mr. Courtney. Then you were given the pamphlet which is known 
as Albach No. 1? 

Mr. Yes, sir. 

Mr. Courtney. Did you have some other material 

Mr. Atsacu. Yes. The policy itself. 

Mr. Courtney. The policy itself which is this document I now hold? 

Mr. Anpacnu. Yes, sir. 

Mr. Courtney. Mr. Chairman, may the 5 pages be marked as “A1- 
bach No. 2” and the policy as *Albach No. 3" 

Mr. Hess. Without objection, they may be so marked and made part 
of the record. 

(The information referred to is as follows :) 


$2,000.00—15-YrEAR INSURED SAVINGS PLAN FoR MILITARY PERSONNEL 
AND THEIR DEPENDENTS 
For John Doe, age 20. 
If you die— 
Before maturity of this plan, there — will be sete to your bene- 


That death benefit will be incre: sed by ace “umulated savings so th: it: 

10th year death benetits $2, 725. 00 


15th year death benefits total_ $3, 308. 00 

And claims for death benefits can 1 be paid to the beneficiary ina 
matter of hours by using the special cash draft which accompanies 
each policy, provided the beneficiary follows the simple instructions 
printed on the cash claim draft. 

If you desire to convert to paid up insurance— 
The policy contains options for conversion to paid up insurance after 

the third year, subject to evidence of insurability. If the plan is 

carried to maturity, you may secure a fully paid up policy for _. $5, T80. 00 
The total cost in premiums per $1,000,000 for paid-up insurance under 

this option is $527. 00 
To illustrate the extremely low cost of this feature, the tot: ul cost in 

premiums for $1,000.00 of 20-payment life insurance, as issued by 


If you live 15 years— 

(1) You will have been protected for death benefits. all that time, as 
set out above and may receive in cash____.__.______._..___-- $2, 000. 00 
Or 

(2) You may take in cash_______- 
And get a fully paid up policy Seiki = 
Or 

(3) You make take a fully paid up policy for____ 
Or 

(4) You may make a contract with the Company to receive at age 


$1, 8308. 00 
$2, 000. 00 


$5, 780. 00 


If you quit— 

If you find it necessary to discontinue your savings program before maturity, 
you will have a choice (after three years) of (A) Cash Value; (B) Paid Up 
Insurance; (C) Extended Insurance. 

The low monthly cost when paid by Government Allotment is only $11.00. 
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AMERICAN STANDARD LirE INSURANCE COMPANY, Fort WortH, TEXAS 
OLD LINE LEGAL RESERVE STOCK COMPANY 


A+ Approved—Dunne’s Insurance Report—World’s Largest Reporting Service. 

America’s Finest Military Insured Savings Plan—Especially for Military Per 
sonnel and Their Dependents. 

No War Clause 

No Extra Charge for Flying 

Cash Claim Draft With Each Plan 

(1) Exclusively for military personnel and their dependents. 

(a) It provides an education endowment for children. 

(b) It provides an increase in retirement pay for military personnel. 

(ec) It provides a fund for last illness and funeral expenses when taken on 
dependents. 

(d) It provides additional death benefits to NSLI. 

(e) A perfect cleanup plan for service personnel since benefits can be 
collected immediately. 

(2) Savings fund draws 3% percent compound interest. 

(3) Plan pays accumulated savings fund in addition to face value in event 
of death. 

(4) Beneficiary may collect benefits of plan immediately by following simple 
instructions on cash claim draft accompanying each plan. 

(6) a. Beneficiary accidental death benefit is optional. This pays face value 
of plan to insured in event of beneficiary’s accidental death and is in addition 
to other policy benefits. 

b. Double indemnity for accidental death is optional for civilian military 
dependents and pays double the face value of the plan in event of accidental 
death. 

ce. Waiver of premium in the event of death of premium payor may be had 
for children under 16 years of age. This provides for the waiver of premiums 
in event of payors’ death and matures policy fully without further premium 
payments, 


FEATURES FOR YOUR PROTECTION 
This policy is old line, legal reserve in every respect—American Standard Life 


Insurance Company operates under the rigid requirements of the Board of 
Insurance Commissioners of Texas. 


$4,000.00—15 Year INSURED SAVINGS PLAN FOR MILITARY PERSONNEL AND THEIR 
DEPENDENTS 
For John Doe, age 20 
If you die— 
Before maturity of this plan, there always will be paid to your bene- 


That death benefit will be increased by accumulated savings so that: 


And claims for death benefits can be paid to the beneficiary in a 
matter of hours by using the special cash draft which accompanies 
each policy, provided the beneficiary follows the simple instructions 
printed on the cash claim draft. 
If you desire to convert to paid up insurance— 
The policy contains options for conversion to paid up insurance after 
the third year, subject to evidence of insurability. If the plan is 
carried to maturity you may secure a fully paid up policy for_____ $11, 560. 00 
The total cost in premiums per $1,000.00 for paid up insurance under 
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$4,000.00—15-Yrar INSURED SAVINGS PLAN FOR MILITARY PERSONNEL AND THEIR 
DEPENDENTS—Continued 


To illustrate the extremely low cost of this feature the total cost in 
premiums per $1,000.00 of 20 payment life insurance, as issued by 
If you live 15 years— 

(1) You will have been protected for death benefits, all that time, 


as set out above and may receive in cash____________________ $ 4, 000. 00 
Or 
Or 
(3) You may take a fully paid up policy for_____~- PER 
Or 
(4) You may make a contract with the Company to receive at age 


If you quit— 

If you find it necessary to discontinue your savings program before maturity, 
you will have a choice (after three years) of (A) Cash Value; (B) Paid Up 
Insurance; (C) Extended Insurance. 


$3,000.00—15 YreAR INSURED SAVINGS PLAN FOR MILITARY PERSONNEL AND THEIR 
DEPENDENTS 
For John Doe, age 20. 
If you die— 
Before maturity of this plan, there always will be paid to your bene- 


That death benefit will be ine reased by accumulated savings so that: 


And claims for death benefits can be paid to the beneficiary in a mat- 
ter of hours by using the special cash draft which accompanies each 
policy, provided the beneficiary follows the simple instructions printed 
on the cash claim draft. 

If you desire to convert to paid up insurance— 

The policy contains options for conversion to paid up insurance after 
the third year, subject to evidence of insurability. If the plan is car- 


ried to maturity, you may secure a fully paid up policy for_________ $8, 617. 00 
The total cost in premiums per $1,000.00 for paid up insurance under 
this option is only____ -- $327.00 


To illustrate the extremely low cost of this ‘feature, ‘the total cost in 
premiums per $1,000.00 of 20 payment life insurance, as issued by 
this and other companies ie. $470. 00 
If you live 15 years— 

(1) You will have been protected for death benefits, all that time, as 


set out above and may receive in cash_._____-.._..-.._-.._-.. $3, 000. 00 
Or 

Or 

(3) You may take a fully paid up policy for__..._.____._________--~- _ $8, 670. 00 
O 


r 
(4) You may make a contract with the Company to receive at age 65 
If you quit— 
If you find it necessary to discontinue your savings program before maturity, 
you will have a choice (after three years) of (A) Cash Value; (B) Paid Up 
Insurance; (C) Extended Insurance- 
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2,000.00—15-YEAR INSURED SAVINGS PLAN FOR MILITARY PERSONNEL AND THEIR 
DEPENDENTS 
For John Doe, age 20. 
If you die— 
Before maturity of this plan, there always will be paid to your bene- 


That death benefit will be increased by accumulated savings so that: 


And claims for death benefits can be paid to the beneficiary in a 
matter of hours by using the special cash draf, which accompanies 
each policy, provided the beneficiary follows the simple instructions 
printed on the cash claim draft. 

If you desire to convert to paid up insurance— 

The policy contains options for conversion to paid up insurance after 
the third year, subject to evidence of insurability. If the plan is 


carried to maturity, you may secure a fully paid up policy for ___— $5, 780. 00 
The total cost in premiums per $1,000.00 for paid up insurance under 


To illustrate the extremely low cost of this feature, the total cost in 
premiums per $1,000.00 of 20 payment life insurance, as issued 
If you live 15 years— 

(1) You will have been protected for death benefits, all that time, as 


set out above and may receive in cash__-.--__-._-______---_- 2, 000. 00 
Or 
Or 
(3). You may take a fully paid up policy for_.-_.......-2.........- $5, TSO. 00 
Or 


(4) You may make a contract with the Company to receive at age 
If you quit— 
If you find it necessary to discontinue your savings program before maturity, 
you will have a choice (after three years) of (A) Cash Value; (B) Paid Up 
Insurance; (C) Extended Insurance. 


$1,000—15-Yrar INSURED SAVINGS PLAN FOR MILITARY PERSONNEL AND THEIR 
DEPENDENTS 
For John Doe, age 20. 
If you die— 
Before maturity of this plan there always will be paid to your bene- 


That death benefit will be increased by accumulated savings so that: 

Mth year denth benefits: total... . $1, 654. 00 


And claims for death benefits can be paid to the beneficiary in a 
matter of hours by using the special cash draft which accompanies 
each policy, provided the beneficiary follows the simple instructions 
printed on the cash claim draft. 
If you desire to convert to paid-up insurance— 
The policy contains options for conversion to paid-up insurance after 
the third year, subject to evidence of insurability. If the plan is car- 
ried to maturity you may secure a fully paid-up policy for__________ $2, 890. 00 
The total cost in premiums per $1,000.00 for paid-up insurance under 
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$1,000—15-YeEAR INSURED SAVINGS PLAN FOR MILITARY PERSONNEL AND THEIR 
DEPENDENTS—Continued 


To illustrate the extremely low cost of this feature, the total cost in 
premiums per $1,000.00 of 20-payment life insurance, as issued by 
this and other companies, $470. 00 
If you live 15 yvears— 

(1) You will have been protected for death benefits all that time, as 


sei out above, and may receive in BERS 
Or 
And get a fully paid-up volicy 
Or 
(3) You may take a fully paid up policy for__----.------~-~~- _.. $2, 890. 00 
Or 
(4) You may make a contract with the Company to receive at age 65 


If you quit— 

If you find it necessary to discontinue your savings program before maturity 
you will have a choice (after three years) of (A) Cash Value; (B) Paid-Up 
Insurance; (C) Extended Insurance. 

Mr. Courtney. Mr. Albach, after you had gotten your license and 
this kit of material which you have before you, may I ask was the 
material on the various exhibits—the policy and the material on your 
exhibit No. 2 which is in front of you—was that furnished you by 
the agency / 

Mr. Atsacu. By George Ashley ; yes, sir. 

Mr. Courtney. Now, tell us, after you had gotten this license, what 
did you do Tow did you go about selling insurance / 

Mr. Avsacu. The basic policy preached to us—when I say “us” I 
mean Red Gordon, myself, and even other agents who ever came to 
Mr. Ashley’s home and we discussed the manner of sales approach. 
One of the primary objects was that we should make ourselves likable 
in the casernes and make friends in one way or the other and in 
this manner to have a hold in the caserne and especially to approach 
the officers. That we get on good terms with them because on the 
officers laid the good will of that particular caserne, if you could sell 
there or not, and therefore we had to be in good standing. Now each 
one of us has a different method and something else to offer. Mr. 
Gordon was the magician and he attracted quite some attention with 
great interest, I will say. I came out of quite an entirely different 
profession. I am a musician and conductor and so I felt truly and 
honestly a great need in the caserne to help or contribute toward the 
morale of the soldiers in that I offered my services free to organize 
a male chorus or to play the piano or the organ in case they wanted 
me in their chapel on any evenings. I even presented that suggestion 
to the Adjutant Hoyer in Kelly Barracks, Darmstadt, and I was 
told by the various company commanders and also master sergeants 
to take that to the lieutenant, to the adjutant, and if he would approve 
it or get his approval from the captain, it would be a wonderful thing 
in the caserne. During that time I have sold the insurance but have 
informed every soldier that I am planning if they are interested to 
participate in a chorus in their spare time and in this manner I won 
the soldier as my friends and developed a great interest and they liked 
to see me come out there. I even was permitted to talk before the 
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T. I. & E. one day. I had a whole company before me and I made 
my introduction to them. “Perhaps many of you do not know me 
but I am your insurance salesman. But now I will not speak on 
the insurance but will discuss a more vital subject. Namely, music 
and for your entertainment and morale,” and then I discussed the 
subject of music—what it does and so forth and so on. 

Mr. Harpy. You want the committee to understand that you didn’t 
attempt to sell insurance to a group at the T, I. & E. meeting? 

Mr. Avnacn. That is right, I did not. However, it was sufficient 
that I introduced myself to the soldiers that J was an insurance 
salesman. 

Mr. Courrney. It did you no harm ? 

Mr. Arnacu. No. But this is the point that was particularly liked 
by Mr. Ashley and which in September or October, Mr. Ashley more 
or less really cut the rope between him and me that I am not over 
yet when he made the statement, “Bill, I have a lot of good salesmen, 
but you are the best con man of them all,” and that was the end. I 
asked for an explanation and he played dumb and wouldn’t give me 
an explanation. He said “Don’t play dub.” He said “You know 
what this game is.” That was the time when I began to inquire 
why he used this term and I visited with other agents and I had con- 
versations and then I found out what I was actually selling and am 
I permitted now as to what caused me then to break away from it? 

Mr. Courtney. Yes? 

Mr. Arsacu. The policy sold, any one of these policies—the soldier’s 
payment average $10.45 per month out of his pay. It came auto- 
matically out of the allotment. If the soldiers were to quit the 
policy before 2 years, he will not receive 1 cent back from the money 
1e paid in. I knew the soldiers. Most of them aren’t in the Army 
from that time on perhaps a year or a year and a half. I had asked 
many of them through my contacts and stressed the fact you will lose 
if you will continue this policy when you are out of the Army. You 
must write into the home office and you will be charged a few cents 
more, perhaps 45 to 50 cents more than what you pay while you are 
in the Army but keep it up or else you will not get 1 cent back of 
what you paid in. Only in your third year will you be entitled to 
dividends and the dividends are figured out by the coupons. If you 
clip the coupons, that is your first year dividend. Now in my asso- 
ciation with the soldiers I found out that they had taken insurance 
out by 2, 3, and sometimes 4 different companies. Two months on 
one company and then the other salesman comes, knocks it, and they 
drop it and go by his company. That goes on. Another one comes 
on. And knocks it out; 2 or 3 months are paid and it goes to another 
company. I started to calculate. We have 100,000 soldiers. Each 
one $10.45 for 4 months each year by a different company loses every- 
time that money and that goes into a tremendous amount of mone 
and I, because of my connections with the soldiers, I made friends 
with them and I wanted to do a job with the chorus music, and so 
forth. I made friends with them and so I can’t face them any longer. 

“Look, I take your money. Pretty soon you lose it and you have 
nothing for it.” Those boys only get about $80 or $90, some of them 
less, a month that they have left and I should still take $10 a month on 
top of that? I just couldn’t answer that with clear conscience so I be- 
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gan to plan for myself to find my security in another way and organized 
the American School of Dancing and wanted to connect the American 
School of Dancing together with music, the choral which I would 
contribute free tothem. It was approved and accepted by the various 
casernes where I had spoken to officers. In fact, in Darmstadt 1 had 
the officers club—more than 40 officers enlisted in the dancing class. 
It was once a week for which they paid per month $5. It was a very 
good thing and everybody was quite enthused and they got their 
money's worth. There was nothing wrong on it and when I had that 
bill it was in December and January, Mr. Ashley came to me and said 
“already in December” he said “What is the matter with you. Why 
don’t you sell any more insurance? You are my best one. What ts 
going on? I hear things you are trying to build a dancing school.” 
I said “maybe and maybe not.” I said “Right now you can’t sell in- 
surance because of the holidays.” I used that as an excuse. That 
went on. Ile told me he would see me in a week again and I better 
bring in some policies. I said I would try. I had many prospects 
but I never visited one and [ didn’t approach anyone anymore after 
the first of December. Asa matter of fact, you have also in front of 
ou some applications that I never turned in. I did write them but 
Taever turned them in. Each application meant $20 to me, but I had 
my school built up and on the 9th of January—in the meantime some 
personal problems did arise because I didn’t earn any more money. 

I had my problems with my family and Ashley more or less sup-« 
ported that too in the way that he gave my wife 150 deutschemarks 
without my knowledge so that she could still do what she wanted. 
That was outside of my home and when I got word of this I ap- 

roached Ashley and I took him to task. I said “If I go to court ever, 
Pill bring you in on it to support something you have no right to 
and you are supporting to break up my home.” He was quite worried 
about it. He said “You don’t have to pay me the money I give your 
wife.” I said “No, I won’t. I have not approved it and you have 
no business doing that.” He asked me not to mention his name if I 
ever go to court with my wife. I said “Just stay away from my wife 
and don’t interfere with my family. Then I'll get along. I don’t 
need your money. Imakemyownmoney. We straighten our affairs 
out, my wife and I.” Everything went very well and Mr. Ashley was 
quite concerned and worried about it. As a matter of fact, I heard 
about it from a Mr. Philip S. Alexander, an attorney in Frankfurt. 
I was introduced to Mr. Alexander on the 16th of February. 

Mr. Cocrrney. What year? 

Mr. Arpacn. 1954. 

Mr. Courtney. This year? 

Mr. Atsacu. This year. Through attorney Potter, Franklin J. 
Potter, Frankfurt on the Main. Mr. Potter was the attorney who 
wrote the contract between my partners of the American School of 
Dancing and myself and since these partners—there were two, a man 
by the name of Carlquist and a German by the name of Greil. 

Mr. Courtney. Now, Mr. Albach, let’s get away from the school 
business which you started for the moment, back to insurance now. 
Did there come a time when your relationship with the Ashley Agency 
was terminated ? 

Mr. Arsacn. That is what I was going to lead up to. 
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Mr. CourtNEy. Come to that now. 

Mr. Avsacu. I will cut it short and leave the school matter out 
then. Mr. Ashley came to me on the 16th of January—on the 9th 
they broke in. On the 16th he came. It was on a Saturday, I believe, 
and he told the people in front of me that—he stated my resignation 
from the company. He says, “Better sign this and turn over all the 
papers to me; your license, your membership card, your USAREUR 
letter, everything I want. Policies—all the material I have given 
you.” I told him that “I’m very sorry; I'll not turn over anything 
to you until I have talked with an attorney.” He said, “Why do you 
want to talk to an attorney?” I told him, “Well that is my business,” 
and he said, “Well then I will not give you your check.” I had still 
S70 due me. I said, “Well, I do not need my money very badly.” I 
said, “That looks very bad for you if you press me like this but if you 
come back to me, I will give you the papers you want.” 

Mr. Courrney. Did you do that ? 

Mr. Avsacu. And the next day or after he had left, I took my 
papers, this letter for example, from European. 

Mr. Courtnry. May that be marked as “*Albach No. 4”? 

(The information referred to appears in the appendix. ) 

Mr. Aveacu. I took this letter to a photostat company in Frank- 
fort and I had a photostat made of it and I asked the man to please 
give me the original back, keep the copy there until I have the money 
¢o pick it up and he did that. I have then sorted out my papers from 
the insurance and kept everything half and half. I had of each of 
these exhibits—I had perhaps two of each. 

Mr. Courtney. Now you are referring to Albach No. 2. 

Mr. Avpacu. I retained as much material as I could and the other 
part I put in the folder. When the next day, Mr. Ashley came, I 
turned over to him the originals, the photo copies I kept and the 
license from Fort Worth, Tex., he requested is No. 1. That I told 
him I didn’t have. “I lost my billfold and I don’t have it any more,” 
and then he asked for the license of membership, European Associa- 
tion of Life Underwriters and I turned that over to him because I 
felt this letter was sufficient to state that I was a member. The Texas 
license I feared for various reasons that someone might get it away 
from me. I have turned that Texas license card—agency license card 
over to the newspaper of Mr. Von Rosbach, to the Overseas Weekly. 

Mr. Courrney. And that so far as you understand is still in his 
possession ¢ 

Mr. Avsacu. And I asked Mr. Von Rosbach about 2 weeks ago and 
he showed me the card. “Do you want it now or should I keep it?” 
and I said, “Please keep it yet.” 

Mr. Courtney. You stated, during the course of your testimony 
that some applications which you had pending after your differences 
in September you never turned in? 

Mr. Atpacu. No. 

Mr. Courtney. And the soldiers have therefore got no insurance 
nor given any 

Mr. Avsacu. Right. As a matter of fact I have one of them that 
was signed and apgenren’ by the lieutenant. 

Mr. Courtney. In other words they are signed but incomplete? 


Mr. Avsacu. No; they are complete. 
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Mr. Courtney. Now would you mark that bundle of applications 
as “Albach No 5”? 

(The information referred to appears in the appendix.) 

Mr. Courtney. Now did you sign a statement in January 1954 
submitted to you by Mr. Ashley terminating your relations with the 
company, with his company 4 

Mr. Atpacu. On the 2d day I came and I turned over my papers. 
Before he gave me my last check of $70, I did sign my resignation. 
Yes. 

Mr. Courtney. Well then between December and January, the time 
of this resignation, what amount of insurance did you sell # 

Mr. ALBacu. I cannot give it at this moment——— 

Mr. Courtney. In your best opinion. 

Mr. Avpacu. I can’t give it exactly because my records are still 
locked up. I am trying to get a hold of them yet through court. I 
have earned $700 in. When I figured it all out by dates of 2 months 
of actual work. I didn’t sell every day and I was also during Novem- 
ber, December, and January working to develop my school. 

Mr. Courtney. Now in addition to the $700 which you received 
in actual money, would you if you had retained your agency have 
received additional moneys from further premiums ? 

Mr. Avsacn. The same amount after 4 or 5 months. 

Mr. Courtney. So that in effect in the period you spoke about, you 
would have earned roughly $1,400 ¢ 

Mr. Exactly. 

Mr. Courrney. What percentage of this premium is the commis- 
sion of the agency? Do you recall? 

Mr. Ausacu. The premium is $10.45 and the 

0licy. Let’s put it this way 

Mr. Harpy. Regardless of the size? 

Mr. Avsacnu. Regardless of the size; $10 per policy immediately 
upon approval of the allotment slip and signature by the officer and 
then $10 3 or 4 months afterward after the solider had made 2 or 3 
payments. Then we get an additional one. In other words $20 total 
on every policy regardless of size. 

Mr. Courtney. Do you get any additional premiums as the years go 
on? 

Mr. Arpacn. None. There were, however, agents that they had 
with the general agent special arrangements made that they receive 
only their first $10 but they do not receive the second but for that at 
the end of the year they receive quite a considerable percentage on the 
total business. 

Mr. Courtney. Mr. Albach, did you notify any of these soldiers in 
that bundle of exhibits No, 5 that you had not put through their ap- 
plication or their allotment forms? 

Mr. Arpacu. I have not. 

Mr. Courtney. Of course, they would know from the fact that no 
deduction was made. 

Mr. Avsacu. That is right. 

Mr. Courtney. Did you uniformly obtain allotment assignments at 
the time that you took these policies or wrote these policies? 

Mr. Arsacu. I don’t quite understand you. 
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Mr. Courtney. Did you always obtain allotment forms when you 
sold insurance / 

Mr. Ateacu. Yes. When I ran out of allotment forms, I went to 
the I. G. Farben Building in Frankfurt and I believe there is an in- 
surance office there and someone up there has these forms. 

Mr. Courrney. Did you write any other insurance that wasn’t paid 
for by allotment? 

Mr. Atgacn. No. Now I am, but that has nothing to do with an 
American firm. That is a German firm. That is automobile in- 
surance. 

Mr. Harpy. You have indicated, Mr. Albach, that you sold no life 
insurance for a cash premium payment. It was all paid by allot- 
ment ? 

Mr. Yes. 

Mr. Harpy. And at no time did you receive the initial premium in 
cash from the soldier? 

Mr. Avsacu. At notime. None of us were supposed to pay cash. 

Mr. Harpy. Now, with reference to Albach exhibit No. 2 which is 
the so-called savings plan proposition which I show you, when you 
were selling this insurance, did you emphasize the savings feature of 
the insurance or did you emphasize the protection of the life in- 
surance 

Mr. Atzacu. We emphasized both. Namely, the protection of the 

ossible accident—death that may occur during the time of the sav- 
ing and yet if nothing occurs during the years of savings, at the end 
they would receive substantial profit and their investment back and 
have in such manner a savings but the good feature about it was that 
for an additional 45 cents if I recall it correctly, for an additional 
45 cents beyond the basic $10—if for example a soldier insures the 
mother and something happens to the mother, he would get paid the 

remium of let’s say $2, 000 and he automatically can write over the 
insurance to his father. If something happens to him, he again gets 
the $2,000, 

Mr. Harpy. The thing I was trying to get at was the emphasis that 
was placed on savings and on life protection and whether or not the 
insured or the prospective client had access to the policy before he 
bought it. In other words, did you take the policy and explain it to 
the soldier? Was it customary for the agents to explain the policies 
in detail? 

Mr. Atsacu. We explained it so far that we read the various para- 
graphs in the policy and frequently we didn’t read the policy, we read 
that sales pamphlet. 

Mr. Harpy. Which is your savings plan proposition ? 

Mr. Atsacu. Right. And we stressed in this manner the point that 
there was good because in 15 years he has on the basis of $4,000 policy, 
he would collect $11,228. Then we pointed out he could build a house 
with that. He could go into business with it and so forth and so on. 

Mr. Harpy. That is all. That is all I wanted. 

Mr. Atzacu. These figures are the ones we really sold it on. Not so 
much on the policy itself. 

Mr. Courtney. Did you write a letter discussing your relationship 
with that company and with the agent, Ashley, to some newspaper? 

Mr. Axsacu. I have. 
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Mr. Courtney. And did knowledge of that get to anyone else? 
Knowledge of the fact of this letter. 

Mr, Aupacu. I have told this to the Overseas Weekly, Mr. Von Ros- 
bach, that I had written to Argosy and also to Mr. Stern. 

Mr. Courtney. And when in point of time was that ? 

Mr. Augacu. In the last 214 weeks. 

Mr. Courtney. In the last 214 weeks have you been waited on by 
any attorneys? 

Mr. Avpacu. I have been visited by an attorney. 

Mr. Courtney. Tell us what occurred? First, who was the attorney 
and when ¢ 

Mr. Avgacu. Last week, Mr. Philip Alexander came to my home on 
an evening. I haven't been in his office for several weeks. In fact I 
haven’t worked for him any more for more than a month and a half. 

Mr. Courtney. Have you worked for him / 

Mr. Avsacn. I had worked for him as an interpreter and doing all 
the typing and so forth and so on. 

Mr. Courtney. What transpired at this conversation ? 

Mr. Atsacu. He opened up immediately with the question “Bill, 
didn’t you ask me in February to intercede for you by Seen Ashley 
that you get your job back again?” I was quite shocked at the moment 
because of previous conversations I had with him. That was a month 
or so ago and I said to him “I want to call to your attention that when 
I was introduced to you by Mr. Potter and I came to your office after 
a week, you told me that you had a great job to do, and a big job to do, 
for a German insurance company by the name of Gladbach Automobile 
Insurance.” He says, “Now you had sold insurance for an American 
firm and know your way around in the kasernes. We are setting up 
a German-American policy here for automobiles, will you do the trans 
lation and then you can go in the kasernes and sell the insurance.” He 
says, “We can split on the earnings.” 

Mr. Courtney. This was a conversation that you were reminding 
him of that you had with him in February / 

Mr. Ausacu. I reminded him of it. I said “I asked you at that time 
to please call either Mr. O’Haire or Ashley and ask if I could get my 
papers back so I could go back into the kasernes or if the association 
would accept a German company so we could operate” and he says 
“That is not necessary, because the Germans have nothing to do with 
the European Association of Life Underwriters.” I said “That is 
fine.” So I reminded him of it. That was all I asked at the time and 
not if I could get my job back because I specifically said I wouldn't 
work for Mr. Ashley. I would rather go and sell pencils. 

Mr. Courtney. Did you subsequently get a license or are you an 
agent for this kaserne ; 

Mr. Arzacnu. I am not an agent. I have a contract with them now 
for the period that I am in Germany, if that is 1 month or 2 months, 
to sell American—to the American soldiers automobile insurance. 

Mr. German? 

Mr. Atgacu. German automobile insurance which is a—what do 
you call it—the law requires that kind of insurance? 

Mr. Courtney. Compulsory liability ? 

Mr. Compulsory liability. 

Mr. Courtney. You are still carrying that on? 
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Mr. Atsacn. Now andthen. Iam only selling three of them so far. 

Mr, Courtney. That doesn’t identify you in any way with the 
European Life Underwriters? 

Mr. None whatsoever. 

Mr. Courrney. What further was said in the conversation with Mr: 
Alexander ? 

Mr. Ausacu. Then on that day Mr. Alexander warned me. 

Mr. Courrney. In what words? 

Mr. Atsacnu. “Be careful, don’t stick your neck out of it. Don’t 
make any statements that will incriminate you. You must remember 
you are up against people with a lot of money.” 

Mr. Courrney. What did you understand by that statement? 

Mr. Avsacu. I understood by that statement that he was perhaps 
trying to put a scare in me. But my answer to that was “Mr: Alexan- 
der, ’'m not worried for money. 1am not worried for big corpora- 
tions. I will stick to facts and to the truth and I’m very glad that this 
thing is finally coming to a break.” 

Mr. Courrney. What are you talking about? 

Mr. Avsacu. An investigation on the insurance. 

Mr. Courtney. Was the subject of the magazine article discussed ? 

Mr. Ausacn. No, not at that moment. That was discussed a week 
prior, 

Mr. Courtney. What further was told you? 

Mr. Avsacu. At his visit he didn’t say anything more. We started 
then discussing various things of court-material cases that he won 
in recent times but I must add to it 

Mr. Courrney. Did he return to the subject of insurance and your 
knowledge of this affair? 

Mr. Atsacu. No. 

Mr. Harpy. Did IT understand from what you said a moment 
ago—I received the impression that you had two visits from Mr. 
Alexander 

Mr. Ausacu. I did, yes. 

Mr. Harpy. Let’s get the two visits straight. Separate the visits if 
you will please. I misunderstood you. 

Mr. Atsacu. The first conversation was in Mr, Alexander’s office. 

Mr. Harpy. That was when? 

Mr. Atsacnu. That was about 214 to 3 weeks ago. 

Mr. Harpy. During the month of November? 

Mr. Atpacu. Yes, right, this month. 

Mr. Harpy. What transpired at that conversation ? 

Mr. Atsacu. I had to go there to pick up some of my papers be- 
cause I wanted to move out of his office. At that time he said “Did you 
read the story about the number in the Argosy magazine?” TI said, 
“No, what happened?” and he showed me the magazine. I happen to 
have it here yet. Lread it. I said, “Now is my time tospeak. How can 
I get a hold of Mr. Stern?” He said, “Well, write him a letter” and 
I wrote the letter—I said to him, “What should I write to him? How 
can I approach the man?” “Just write to him what you know, you 
have this and this material.” He even coached me so to speak. I made 
a few notes and then he says to me “If you go to O’Haire”—one mo- 
ment. May I think for a moment. I want to make clear whether it 


SALES OF COMMERCIAL LIFE INSURANCE 207 


was that or the last. I think it was on the first visit. He said, “If you 
go to O’Haire, he will give you $1,000, I bet you he will give you 
$1,000.” 

Mr. Harpy. For doing what? 

Mr. Avsacn. For being quiet. That was it word for word. I 
said “For a thousand dollars, no.” I said “I will have my story to tell 
without money.” 

Mr. Harpy. Now did you have any further conversations / 

Mr. Arsacu. Then he mentioned to me—he said “If you write to 
Stern and this thing should break, the insurance investigation”—he 
said “then let me represent you.” That was his statement. 

Mr. Harpy. For what purpose would he represent you ¢ 

Mr. Apacn. That I don’t know. I never asked him because I have 
frankly no use to be connected in any way with Mr. Alexander any 
more. | just ignored the question. 

Mr. Harpy. Is that all that happened on the first visit 

Mr. Yes. 

Mr. Harpy. Then in the second visit 

Mr. Atpacn. Then on the second visit in the home he told me or 
rather directed it as though he were putting the words in my mouth. 
“You did ask me to call up Ashley to get your job back.” 

Mr. Harpy. That was the main point of discussion / 

Mr. Ausacu. That was the first sentence he said in my home when 
he visited me one evening. I said “Mr. Alexander, that I never did” 
and I repeated to him what actually took place that 1 wanted to sell 
insurance. I wanted to get my card back either through Ashley or 
O’Haire. He said “If I talk to O’Haire, you will get your card and 
papers back.” Later on I waved and said “I don’t want it any more.” 
There was something else very important in that second meeting in 
my home. 

Mr. Harpy. Did it concern any of his relationships with Mr. 
O' Haire? 

Mr. Arspacn. Oh, yes. He said “You know, never before has Mr. 
O’Haire sent me any clients. What do you think in the last 2 weeks 
he sent me 2 clients over.” He said “Maybe he wants to have me 
talk to you.” Isaid “You tell Mr. O’Haire it is, No, I do not, if you 
talk to him or anybody else.” Then I informed him—I said “I have 
seen it was just a few days ago when he was here the second time”— 
oh, then he made another statement yet. He said “didn’t you try and 
sell a story toa newspaper.” “Did I? I have never sold a story but 
I will tell you in exact words I have seen Mr. Von Rosbach and the 
Overseas Weekly and have offered to give them my side of the story 
in answer to the report in the newspaper dated so and so.” That was 
not true because I know it better and that story I have given to Mr. 
Von Rosbach and his editor, Mr. Braley and at that time I men- 
tioned also to Mr. Braley and Mr. Von Rosbach that I had written 
a letter to Mr. Stern in care of Argosy and the same thing I also men- 
tioned to Alexander. 

Mr. Harpy. Have you ever received any money or have you been 
offered any money or anything of value in connection with this matter, 
this insurance matter ? 

Mr. Atgacu. No one. None except what Mr. Alexander discussed 
with me. 
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Mr. Harpy. Did Mr. Alexander indicate to you that he had any con- 
versation with Mr. O’Haire in relation to your knowledge of the in- 
surance business and your relations with Mr. Ashley ¢ 

Mr. Avsacu. He didn’t tell me anything directly or specifically but 
from his manner of conversation he certainly must have had because I 
couldn’t understand why Mr. Alexander, as an outsider, should be 
interested in the conversation that I had with him at the time to twist 
it around saying that I wanted to get my job back and it wasn’t so 
and that he should now tell me something that didn’t happen at the 
time when I asked for him to get my papers back. 

Mr. Courrney. That is all. Thank you very much, Mr. Albach. 
Just take a chair, Mr. Albach, with the reporters over there. Mr. 
O’Haire, would you come forward, please. 


TESTIMONY OF WALTER W. 0’HAIRE—Resumed 


Mr. Courrney. Mr. O’Haire, you have been sworn previously. Have 
you had any conversation with a lawyer by the name of Philip Alex- 
ander in the last 3 weeks in reference to a Mr. William Albach ? 

Mr. O’Hatre. Yes. And Mr. Braley, a reporter for Overseas 
Weekly, came to my office and he presented me with the outline of the 
story that he had typed up which he told me he took from a Mr. Wil- 
liam Albach and 

Mr. Courrney. Fix the time, will you, please? As near as you can. 

Mr. O’Harre. I would say last Thursday or last Friday—no, it 
would be probably a week ago last Friday because the story came out 
in the Overseas Weekly which hit the stands last W ednesday, I be- 
lieve, or Thursday. So, it would be either the Thursday or the Friday 
prior to that. 

Mr. Courrnry. What were your discussions with Mr. Alexander 
with reference to Albach ? 

Mr. O’Harre. He asked me about Albach and I said I had a recol- 
lection that I knew Albach; that he had been in my office on one 
occasion. I remembered him because he asked me to help him some- 
what. He said that he sad set the Lord’s Prayer to music and some 
lawyer, I believe in Indiana, had taken advantage of him and had 
collected all the money and would I sue the lawyer. Then he had some 
recordings made in Munich, He explained his musical background 
to me and he said that he had been gypped out of the proceeds of that 
and would I be interested in suing the people in Munich or suing the 
people who were supposed to buy the finished record or whatever it 
was and I said, “Well, frankly, I don’t know the details. I would 
have to have a lot. more before I would say I would sue them.” But 
I told him, “I gather that you have been having a very difficult time,” 
and he asked me about the i insurance business and I said, “It isa 
business, if you work at it, it is not pleasant work in one sense.’ 

Mr. Courtney. This is the year 1953; isn’t it? 

Mr. O’Hatre. When I first knew him, 

Mr. Courrney. Let’s come down. We are short of time, Mr. 
O’Haire. Fix the time of this conversation. 

Mr. O'Hare. Well it was the day that he was in my office to take an 
examination. 

Mr. Harpy. On the same day. 
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Mr. O’Harre. No; my conversation with him—TI only saw him once, 
the time he came in the office and my conversation with reference to 
the Lord’s Prayer and representing him and helping him ali hap- 
pened on that particular time when he was in to take the examination. 

Mr. Courtney. That is in 1953? 

Mr. O’Harre. As best as I recall it. 

Mr. Courtney. Now specifically ? 

Mr. O’Harre. Now specifically, Mr. Alexander who is a fellow col- 
league, a lawyer in Frankfurt, called me up and asked me if I could 
have a Mr. Albach reinstated with the American Standard Life In- 
surance Co., of Fort Worth, Tex. I think that Albach was on the 
list for some time and I received notice that his papers were turned 
in and that his clearances were to be set aside because he was no longer 
listed for that company and he was canceled from membership by the 
people who had nominated him. There was nothing given by way 
of reason or cause. It just said that “We have terminated his con- 
tract and removed him name from our list of agents” and then I 
notified the Headquarters USAREUR and USAFE as we normally 
do and that took care of the matter. When Alexander called me I 
said, “Frankly, I have nothing to do with that matter. The general 
agent in that case is Mr. Ashley and all I can do is talk with him and 
intercede for this Mr. Albach whom I recall is a pretty tough case; a 
fellow that he is having a lot of difficulties and, frankly, I wanted 
to help the man when he was there and I told him that this was prob- 
ably the one chance that he could get to straighten out and he wouldn’t 
have misfortune forever. All right, I have him Mr. Ashley’s—— 

Mr. Courtney. We can cut that a little bit—-—— 

Mr. O’Harre. All right. I talked with Ashley and he said “No, I 
don’t want that man. He is not the type 1 want. He had beaten his 
wife up and she said something about he had abandoned his child; 
and she has been in to me for a number of occasions and I have given 
her a little money to straighten the matter out and I don’t want any 
more.” I[ informed Mr. Alexander of that fact. 

Mr. Courtney. One further question. Did you ask Alexander after 
this was conveyed to you 

Mr. O’Harre. I will bring myself up to date then—— 

Mr. Courrney. Let me finish the question. When you knew the 
Braley story, did you ask Alexander to go and see Albach? 

Mr. O’Haire. No, no. 

Mr. Courtney. That is all. 

Mr. O’Harre. When Braley was there I picked up the telephone 
and he said “Your word is good enough for me, Walter.” I said 
“Listen, this thing can be serious. I'll call Alexander and you listen.” 
I wanted him to listen and he was right there at my desk. I called 
Alexander and I said “I’m having a discussion with a gentleman in 
my office concerning Albach. I wonder if you can recall your tele- 
phone conversation to me and your request to me to intercede with 
Ashley.” He said “Yes, I do recall it” and Russ Braley heard it. “I 
also recall that you went further and introduced me to Mr. Ashley one 
day in the Carlton Hotel and said ‘perhaps you can do something with 
the man directly. He has turned me down’ or words to that effect.” 
He did talk to Ashley at that time and Ashley still turned him down. 
He volunteered that additional information when I talked to him. 
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Mr. Courrney. Now, is that the only conversation you have had 
with Alexander ¢ 

Mr. O'Hatre. Yes, that is the only conversation I ever had with 
Alexander on this particular matter. I have talked with him on other 
occasions. 

Mr. Courtney. On the subject of that insurance investigation / 

Mr. O'Hare. On the subject of insurance and on the subject of 
Albach he called me. I called him back. I introduced him to Ashley. 
I called him when Russ Braley called me—did he call me back after 
that or not? I talked with him the day that I found him and brought 
him down to come to the committee.’ I could volunteer some other 
information but you can get that from Mr, Alexander. 

Mr. Harpy. Just one question. What is the procedure for examina- 
tion for membership in the Association of Life Underwriters ¢ 

Mr. O'Hare. Each applicant comes in. He is first nominated by a 
company and he has to have a license. When he has that and he has a 
recommendation from his general agent, he asks for membership. We 
give hima qualifications examination. Ten questions on that examina- 
tion pertain to ordinary life insurance, not group insurance, not indus- 
trial, not fire, not casualty; ordinary life. Ten questions concern the 
military regulations, the regulations of Headquarters USAREUR. 
They have got to read the other regulations. IT usually give them the 
USAFE regulations to read also and we give them 10 questions on the 
constitutional bylaws and we have them sign a certificate that they 

read these things and understand them so they ‘annot say they never 
read the circular or the constitutional bylaws. 

Mr. Harpy. Tell the committee what are the mechanics of giving 
this examination. Where is it given? 

Mr. O'Hare. It is given in my office. That is the office of the 
Kuropean Association of Life Underwriters. I have a room there. 
The man ison his honor. I put him in the room. IT give him a book. 
I give him a set of questions. Questions on them are true or false so 
I get them back. No one has seen the papers outside of my book. 
I give him a book when he starts the second question to the 50 ques- 
tions, I put him in there. If he needs 1 or 5 hours, that is on his 
own. 

Mr. Harpy. Is he required to sign a pledge? 

Mr. O'Hare. He is required to sign a pledge. 

Mr. Harpy. That is all. 

Mr. O'Hare. I won't say that everybody that came inthere. Ihave 
had an ex camination conducted i inmy absence. One of my partners can 
dothat. Ifthe man didn’t sign the pledge, I wouldn’t say that every- 
body signed the pledge, but to the we of my knowledge everybody 
that comes in I have them sign the pledge. 

Mr. Harpy. One other question. Is there any membership fee 
charged to anybody for membership of soliciting agents? 

Mr. O’Hairr. The membership of the soliciting agent is a 50 
Deutschemark membership for initiation fees for the association. 

Mr. Harpy. No subsequent fees? 

Mr. O'Hare. Not a penny thereafter and the 50 Deutschemark 
association fee is paid by the attorneys and a number of times, 3 or 4 
times during the year—we have a meeting of all the soliciting ‘agents. 
At that time we bring them up to date on what is going on. We tell 
them the purpose. We review the investigations and that 50 Deutsche- 
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mark pays for the dinner and the general agents pay for the rest of it. 
It is out of their pockets. 
Mr. Harpy. That is all. 


TESTIMONY OF GEORGE ASHLEY 


George Ashley was called as a witness, was duly sworn, and testified 
as follows: 

Mr. Asuiey. I live at 18 Institute Street, Freehold, N. J. 

Mr. Courtney. Your domicile is New Jersey / 

Mr. Asuiry. Yes, sir. 

Mr. Courtney. How long have you been in Germany ? 

Mr. AswLey. On and off, sir, for 9 years. 

Mr. You are the general agent of the American Standard 
Life Insurance Co. ¢ 

Mr. Yes. 

Mr. Courtney. How long have you been general agent ? 

Mr. Asuuey. <A little over 12 years, sir. 

Mr. Courtney. How much business do you write in that territory 
ina year 

Mr. Asaiey. Roughly—well, I could give you the figures for 1953, 
$5,330,000. 

Mr. Courtney. How much of that is canceled or lapsed ? 

Mr. Asuiey. Well, I don’t receive the complete IBM statement. I 
don’t run a complete record to know how much is lapsed. 

Mr. Courtney. You have no knowledge of the lapses ? 

Mr. Asner. Oh, approximate knowledge, but not a definite knowl- 
edge. 

Mr. Courtney. How much in your knowledge, in your opinion? 

Mr. Asuiey. I would say approximately one-third, 30 percent. 

Mr. Courtney. You are president, I believe, of European Life 
Underwriters? 

Mr. Asuiey. No, sir; 1am not the president. 

Mr. Courtney. What relationship do you have ¢ 

Mr. Asuiey. I am a member. 

Mr. Courtney. Have you ever been the president ? 

Mr. AsHiey. No, sir. 

Mr. Courtney. You are a member of the executive council 

Mr. Asuuey. Yes, sir. 

Mr. Courtney. Did you have an agent employed by you named 
William Albach 

Mr. Asutry. Yes, sir. 

Mr. Courtney. Over what period ? 

Mr. Asuuey. I believe the date was—I didn’t check it exactly. I 
could get the exact date. July until December 31, 1953, 

Mr. Courtney. Did you assist him in the taking of his examination 
or license ? 

Mr. Asuey. I assisted him by giving him several books, several 
mimeographed sheets to study for a period of about, I would say, 
1 month. I went over the questions and answers with him. I asked 
him of he was confident he could pass it. He said, “yes,” because he 
was making his career life insurance. I took him up to Mr. O’Haire’s 
office where he took the exam just like the other agents. 
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Mr. Courtney. Did you have any material to assist him in the 
answers to the questions that were propounded to him? 

Mr. Asutey. Yes, sir. 

Mr. Courrney. Were you alone with him at the time the examina- 
tion was taken ? 

Mr. Harpy. If you will permit this interruption for just a moment, 
I don’t believe that you has this witness or questioned him con- 
cerning his rights and since he is under oath, I think it is important. 

Mr. Courrney. I have done it so often today. Excuse me. I did 
not advise you of your constitutional rights against giving any evi- 
dence which might incriminate you. 

Mr. Asutey. Yes. I understand that. 

Mr. Courrney. You are familiar with that and also your right to 
counsel ? 

Mr. Asuuey. Yes. 

Mr. Courtney. And you are familiar in general with the rules of 
the committee ? 

Mr. Asutey. Yes, sir. 

Mr. Courtney. To come to the time of this examination, what did 
you do while Albach was taking the examination ? 

Mr. Asuiey. I took Mr. Albach in. He met Mr. O’Haire. 

Mr. Courrney. Well, come to the actual physical answering of the 
questions. What transpired ? 

Mr. Asuuey. He said “No, Mr.”—he sat down. Mr. O’Haire gave 
him the questions and he proceeded to start the examination. I stood 
around with Mr. O’Haire awhile, and I came back, and I noticed that 
he was looking as though he was writing, but he wasn’t writing any- 
thing. I walked in. I asked him, “What is the trouble?” and he 
seemed very nervous and, well, you might say he seemed to have for- 
gotten everything he knew there, and I said, “Are you having 
trouble?” He said, “This will take me a little time.” I said, “Relax, 
can I help you with anything?” to refresh his memory. 

Mr. Courtney. Did you use the blue book to help him ? 

Mr. Asutry. No, sir. I just spoke to him. 

Mr. Covurrney. Didn’t you give him the answers to some of the 
questions that he was asked on this questionnaire ? ; 

Mr. Asniry. Oh, yes, on some of them, yes. I refreshed his 
memory on them. 

Mr. Courrnry. And then he proceeded to answer the questionnaire ? 

Mr. Asnury. Yes, sir. 

Mr. Covurrney. So you stayed right with him there while he was 
taking the examination? 

Mr. Asuury. No; I staved with Mr. O’Haire in his office. Then 
there was some other people coming in there. 

Mr. Courtney. You don’t recall sitting down at a desk and opening 
the drawer of the desk and reading from the blue book that contained 
the laws of insurance ? 

Mr. Asutry. No, sir. 

Mr. Courtney. Did you or didn’t you in fact answer questions for 
him? 

Mr. Asnuiey. Several of them I did to help him get started because 
T think there were about 60 questions and I thought if I gave him a 
start, it would help him. 


SALES OF COMMERCIAL LIFE INSURANCE 213 


Mr. Courtney. Well, how much of the examination that was con- 
ducted was an examination of you and an examination of Albach? 

Mr. Asutey. Well, sir, all I can say was I just tried to give him a 
start. 

Mr. Courtney. Did he finally get a license as an authorized mem- 
ber of the company and as a member of the European Life Associa- 
tion after that examination / 

Mr. Asutry. Yes, sir. 

Mr. Courrnry. Were you satisfied that he knew the answers to the 
questions that were propounded / 

Mr. Asuvey. Well, there were a few questions that I imagine even 
the people who have been in the business 14 years would have to make 
reference to some books every so often, but I thought he knew enough 
to go out and sell insurance. 

Mr. Courtney. So you sent him out ? 

Mr. Asutry. Yes, sir. Not alone. 

Mr. Courtney. Did you visit Mr. Albach in January of this year 
and demand the return of your kit of papers and this license? 

Mr. Asutry. Yes, sir. In December, not January. I never saw 
him after 1953. 

Mr. Courrney. You never saw him after 1953? 

Mr. Yes, sir. 

Mr. Courtney. Did you obtain the return of your papers? 

Mr. Asuuey. I obtained the return of a few old sheets that were 
meaningless. He said the rest had gone someplace. 

Mr. Harpy. Let’s see if we can fix that date and get it clear. You 
are sure that didn’t take place in January ? 

Mr. Asutey. No, sir. 

Mr. Harpy. You are positive of that? 

Mr. Asuiey. New Year’s Eve, sir. That is how I remember the 
date. The date don’t mean anything to me, except that I remember 
New Year’s Eve. 

Mr. Harpy. Well, the missing papers is the question that reminds 
me of a date and I wondered if January 9 meant anything to you. 

Mr. Asuiey. No, sir; because I believe 1 have in my files a state- 
ment that he signed releasing the company and myself of any claim 
on December 31, 1953, and I never saw him again. 

Mr. Harpy. Did you at that time hand him a check in final payment ? 

Mr. Asuiey. Yes, sir. 

Mr. Harpy. Do you know approximately the amount of that? 

Mr. Asuuey. I think it was $70. I’m not sure. 

Mr. Courtney. How many premiums did Albach earn from the 
time he was employed by you? sé 

Mr. Asuitry. Approximately I would say he sold about 30 policies 
with premiums of $130 a year on each policy. 

Mr. Covrrney. And his commission on that would be how much? 

Mr. Asutey. He received on that about $700. 

Mr. Courtney. Did you furnish him with a car to carry on his busi- 
ness ¢ 

Mr. Asuiey. Yes, sir; I did, sir. 

Mr. Courtney. When did you furnish him with the car? 

Mr. Asuiey. Probably September. 

Mr. Courtney. Were you satisfied that he was pursuing his work 
as an agent at that time? 
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Mr. Asuiey. Before or after? 

Mr. Courtney. When you gave him the ear. 

Mr. Asuiey. That was really when he was starting in, and at that 
time after he had been going out with this one agent in training and 
| would take him out and break him in, introduced him around. He 
knew exactly what he was supposed to do, how he was supposed to 
conduct himself. I was satisfied. If I may add this, if it is all right 
with you gentlemen, later on I was greatly dissatisfied. I found out 
he was completely irresponsible. I could never depend on him, where 
he was, or what he was doing. I received a call from a Mr. Carlquist 
in December of 1953, and he told me he wanted to find William Albach, 
and it was a police matter. I asked him exactly what was wrong. I 
asked him what was wrong, and he said he was swindled out of some 
money in a dancing school, and then his wife came to me and said he 
had beaten her and she had no money. I gave her some money because 
she had a child. There was nobody living in the house. Then I tried 
to contact Mr. Albach because I didn’t want to have my company 
mixed up in this type of business, and I also started hearing from 
other people regarding Mr. Albach. I went to Mr. Albach, and he 
told me what he was trying to do was to set up a school of dancing and 
sell my insurance as he gave dancing lessons. When I gave him his 
final check I thought that was the end of it. I wanted nothing more 
to do with it. As of today, I heard from the prosecutor in Frankfurt 
that Mr. Albach’s records have been turned over to the policy and 
they are looking for Mr. Albach. That was of 1: 30. 

Mr. Harpy. Did they indicate why they thought you knew where he 
was / 

Mr. Asutey. When Mr. Carlquist turned up—— 

Mr. Harpy. I am talking about the police. You said they were 
looking for him at 1:30 today. 

Mr. Asutey. No: I just tried to verify it, because I knew the people 
that made the complaints against him, Mr. Carlquist, and there was a 
Miss Klein, and they were investigating the other activities in various 
cities of Germany. I realize I'm under oath, and I am bringing out all 
these facts so you can have the complete picture. 

Mr. Courtney. Did you accompany Mr. Albach to the office of 
Colonel Smith when he obtained his permit 

Mr. Asuury. Yes, sir. 

Mr. Courtney. What instructions did you give him at the time he 
went in the office / 

Mr. Asuury. I told him he is going to see the insurance officer and 
how to conduct himself. 

Mr. Courtney. What did you tell him to do? 

Mr. Asuiey. Nothing in particular, Just walk in presentable. 

Mr. Courtney. Now, before you employed Mr. Albach, what in- 
quiry did you make about him / 

Mr. Asuuey. I received these recommendations. Mr. Albach came 
highly recommended, more highly than most people. 

Mr. Courrney. From whom 

Mr. Asuiry. From one Mr, Douglas Bent, Special Services officer 
in Frankfurt Military Post, and Mr. Kirschner; I believe he was the 
vice consul in Munich. 

Mr. Courtney. Anyone else call you about him? 
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Mr. Asuiry. Yes: and there was a Mr. Phillips, who said that he 
thought very highly of the man. 

Mr. Courtney. Who is Phillips, bv the way ? 

Mr. Asuiey. Mr. Steve Phillips. He was with Special Services. 

Mr. Courtney. Anyone else? 

Mr. AsHiey. No, sir: except that he gave me as a personal reference 
the Catholic chaplain of Frankfurt. 

Mr. Courrney. Did you check the references? 

Mr. Asutey. No; not with the chaplain. However, I did check Mr. 
Phillips, Mr. Kirschner, and Mr. Bent. 

Mr. Courrney. Anyone else? 

Mr. Asutry. No,sir. I thought that was sufficient. 

Mr. Courtney. And then you gave him the pamphlets and material 
and told him to prepare to study for insurance ¢ 

Mr. Asutey. Before that I believe I gave him probably as good a 
briefing on insurance as anybody could possibly get. He went out 
with an agent who had been in the business for some time. He watched 
the way he solicited business. 

Mr. Courtney. Was that by the use of card tricks ? 

Mr. No, sir. We don't solicit by the use of card tricks. 

Mr. Covurrney. Did vou instruct him on Dunne’s Insurance 
Reports 

Mr. Asuiey. I showed him how we compared with the other com- 
panies but left no personal instructions. 

Mr. Courtney. Let me ask you this as a general agent of a com- 
pany— 

Insurance in force. The increase in insurance in force when accompanied by 
a sound financial condition shows the progress of the institution. Percentage of 
gain, 5-year average, 15 largest companies, 18.06 percent; American Standard 
Life Insurance Co., 390 percent. 

Now, what does that mean ? 

Mr. Asuiry. Well, it means that the company started out rather 
small and in a short period of time was able to grow to a larger 
company. 

Mr. Courtney. By selling insurance to the GI's; is that it ? 

Mr. Asutry. Well, we sell hospitalization; not only insurance to 
the GI's. 

Mr. Courtney. Do you know what percentage of the insurance that 
the company sells is sold to the GI's 

Mr. Asuriey. Well, it is divided into sections. One is industrial 
and hospitalization and the other is military insurance. Now, you 
can see by the Dunne report that this company has been in business 
27 years, and they have only gone into military business, I believe, 
in 1946, 

Mr. Courrney. Do you think that is a fair and correct analysis of 
the company’s financial position and would you, as a general agent, 
say it is in relation to the largest insurance companies in the United 
States / 

Mr. Asniry. Well, could I make this statement ? 

Mr. Courtney. Yes. 

Mr. Asutry. I would say, knowing the company, and I’m not say- 
ing it because I work for the company, because I could work for any 
other company. IT would sooner have a policy with my company 
than with Metropolitan Life for this reason. 
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Mr. Courrney. Let’s not get into the insurance business. I want to 
know if that is a fair representation of the position of your company 
in relation to the largest ‘ery companies in the United States. 

Mr. Asuiey. Well, sir, I don’t see how I could answer that. 

Mr. Courtney. Then don’t answer it. Is this company recom- 
mended by Best ? 

Mr. Aster. It is in Best. 

Mr. Courrney. Is it recommended ? 

Mr. Asuuey. I hate to admit it but I haven’t checked. 

Mr. Courrney. You don’t know the answer? 

Mr. Asniry. I don’t know the answer. 

Mr. Courrney. Did you ever talk to a Mr. Philip Alexander about 
Mr. Albach within the last 2 weeks ? 

Mr. Asuuey. Yes, sir; I believe he is outside. 

Mr. Courrney. Have you talked to him ? 

Mr. Yes, sir. 

Mr. Courrney. Did you ask Alexander to go and see Albach ? 

Mr. Asuiery. No, sir. 

Mr. Courrney. Did you retain Alexander for any purpose ? 

Mr. Asuiey. No, sir; and I realize I am under oath and I will say 
it 10 times. 

Mr. Courrney. We know that you are under oath but we expect 
truthful answers to the questions. 

Mr. Asuiry. Yes, sir. 

Mr. Courrney. You had no conversations with him about Albach 
or any stories that Albach may have been ready to talk? 

Mr. Asuiey. Absolutely not, sir 

Mr. Courrney. Does Alexander represent you in any way ? 

Mr. Asutey. No, sir. 

Mr. Courrney. Or your company ? 

Mr. Asniry. Absolutely not, sir. 

Mr. Harpy. How long have you been in the insurance business ? 

Mr. AsuLey. Over 2 years. 

Mr. Harpy. You haven’t sold insurance any longer than that? 

Mr. AsuteEy. No, sir. 

Mr. Harpy. And it was over a year ago that Mr. Albach was em- 
ployed by you? 

Mr. Asuuey. Yes, sir. 

Mr. Harpy. At the time that Mr. Albach was employed by you, 
how long had you been selling insurance ? 

Mr. Asutry. Over a year, sir. 

Mr. Harpy. Do you consider that you were qualified to give him 
the best briefing on insurance anybody could get in 1 year’s experience ? 

Mr. Asuiry. Well, sir, ’m certain there are people that teach col- 
lege who could give it much better but, however, for the type of insur- 
ance and with the plans that he was selling, I believe I can give him 
as good a briefing as a professor from a college. 

Mr. Harpy. What was your previous background, Mr. Ashley ? 

Mr. Asuury. I worked for the Government as an auditor for 4 
years. Tama graduate of the university—I hold a bachelor’s degree. 

Mr. Harpy. What university ? 

Mr. Asutey. New York University. 

Mr. Harpy. Bachelor of arts? 
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Mr. Asuuey. Bachelor of science. I majored in business adminis- 
tration. I never majored particularly in insurance but in all the 
business subjects. 

Mr. Courtney. That will be all. Thank you. 

Philip S. Alexander was called as a witness, was duly sworn, and 
testified as follows: 


TESTIMONY OF PHILIP S. ALEXANDER 


Mr. Courrney. May I remind you of your constitutional rights and 
your right to counsel 

Mr. ALexanper. Yes, I understand, sir. 

Mr. Courtney. Mr. Alexander, have you had a conversation with 
William Albach within the last 2 or 3 weeks with reference to his 
relationship with the American Standard Life Insurance Co. ? 

Mr. ALEXANDER. Yes. 

Mr. Courtney. What was the conversation and when was it had? 

Mr. Avexanper. I think it was on a Monday morning; was it? 

Mr. Courtney. What was the occasion for your having the con- 
versation 

Mr. Atexanper. I went to his house because I had moved my office 
from Gartnerweg in Frankfurt to my apartment and he had some of 
his personal belongings in my office and some of his papers and I 
wanted to remind him to come and get them. 

Mr. Courtney. What conversations did you have? 

Mr. ALexanver. Well, I asked him 

Mr. Courtney. What conversations did you have about his relation- 
ship with the American Standard ? 

Mr. ALexanper. I asked him what he planned to do and he said he 
had already done things about it; that he had given papers and talked 
to Overseas Weekly. 

Mr. Courtney. What did you say to him about it? 

Mr. Atexanper. I don’t think I expressed an opinion about it at all. 

Mr. Courrney. Did you say if he withheld the story, he might ex- 
pect to get $1,000 from Mr. O’Haire? 

Mr. ALEXANDER. Oh, not at that time; no. 

Mr. Courtney. Did you ever have any conversations between 
O’Haire and yourself respecting Albach within the last month? 

Mr. ALexaNpeER. Yes. 

Mr. Courtney. What was it? 

Mr. Avexanper. Mr. O’Haire called me by telephone to ask me 
whether or not I had called Mr. O’Haire back in 1953 regarding 
Albach and I answered “Yes,” that I recalled that it was either Janu- 
ary or February of 1953 that I called Mr. O’Haire to see if Mr. Albach 
could get his job back. 

Mr. Courtney. In 1953? Have you got the right year? 

Mr. Avexanpver. 1954. Pardon me. 

Mr. Courtney. What else transpired? Any other conversations? 

Mr. ALexanper. On that conversation of February 1954? 

Mr. Courtney. Yes. 

Mr. Avexanper. Well, Mr. O’Haire said that he had nothing to do 
with the hiring—— 

Mr. Courtney. No, no,no. Did you have any other conversations 
with O'Haire during the last month other than what you have recited ? 
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Mr, ALexanper. No; that is all. 

Mr. Courrney. Have you been retained by anyone for the purpose 
of interceding or doing anything in relation to Mr. Albach with ref- 
erence to any story that he may have had on the subject of insurance ¢ 

Mr. Avexanper. No. Retained to advise anybody ¢ 

Mr. Courrney. That is right. 

Mr. Harpy. A moment ago Mr. Courtney asked you about any dis- 
cussions you had with Mr. Albach about possible payment of $1,000. 
You said, *Not at that time.” Now, when did you talk to Mr. Albach 
about the possible payment of $1,000? 

Mr, ALEXANDER. It was recent. Now, when was it? I think it was 
in my office when he came back. He hadn’t been in my office for 2 or 
3 weeks and I mentioned to him that there was an ad in the Overseas 
Weekly offering $1,000 and, knowing that he was in the insurance 
business and knows about these things, that here’s a chance for him to 
make $1,000 if he can pick it up. 

Mr. Harpy. There was an ad in the Overseas Weekly / 

Mr. ALEXANDER. Yes, 

Mr. Harpy. Is that the only conversation you had with him on that 
subject 

Mr. ALexanper. Let’s see now. On the $1,000 claim that he might 
be able to make it? Oh, I don’t remember all we talked about. I 
think I may have explained to him what he would have to prove but 
I wasn’t interested in it. 

Mr. Harpy. Do we have a complete answer to this question? Has 
any person or any company employed you to do anything with relation 
to Mr. Albach concerning the subject of his relationship with the 
American Standard Life Insurance Co. ? 

Mr. ALeExanver. No; nobody has ever retained me or even talked to 
me about it. 

Mr. Harpy. Have you received any business referrals from Mr. 
O'Haire in the last several months ? 

Mr. ALeExANbeER. I got business referrals from a number of lawyers. 

Mr. Harpy. Have you got them from Mr. O’ Haire 

Mr. ALexanper. Yes; some minor things. 

Mr. Harpy. In the last several months? 

Mr. ALEXANDER. Yes. 

Mr. Harpy. Do you attach any significance to that? 

Mr. Auexanper. No; but that happens to me all the time. I am 
relatively—I came here as chief legal adviser of EDS about a year 
ago. I opened a law office in Frankfort so these friends help me get 
business. 

Mr. Ilarpy. So you recall] that neither O’Haire or anyone else em- 
ployed or retained you in any connection with the investigation of 
insurance Which is currently running ¢ 

Mr. ALexanperR. No; I have not been. 

Mr. Harpy. In the course of any conversations that you had with 
Mr. Albach during the time he was employed by you or otherwise, 
did he discuss with you the fact or did he tell you that, when he had 
separated his employment with Mr. Ashley, he had been required to 
surrender a letter of authorization from USAREUR? 

Mr. Atexanper. May I correct you in one thing? Mr. Albach 
wasn’t employed by me. He has never been employed, but in answer 


SALES OF COMMERCIAL LIFE INSURANCE 219 


to your question, “Yes.” Now, I recall when Mr. Albach first come to 
my office in January and I asked him just what happened at the insur- 
ance and he did tell him that there was some disagreement with Mr. 
Ashley regarding the surrender of certain documents or credentials or 
whatever these salesmen had with them. 

Mr. Harpy. Did Mr. Albach ask you to try to get those documents 
back ¢ 

Mr. ALExanper. I don't recall. He may possibly have because I 
believe I did call Ashley but what about—whether it was documents 
or an employee I wouldn't remember then. No. 

Mr. Harpy. Now, as a matter of fact, you have discussed the conver- 
sations that you had with Mr. O’Haire recently concerning a conver- 
sation that you had with him last winter; is that correct ¢ 

Mr. ALEXANDER. That is correct. 

Mr. Harpy. Now, as a matter of fact, in that conversation with 
Mr. O’Haire last winter, have you been requested by Mr. Albach to 
intercede for his job back or to intercede to secure back his authoriza- 
tion from USAREUR? 

Mr. ALEXANDER. No. His job—you see, the man was down finan- 
cially and I couldn't employ him and I tried to get his job back. 

Mr. Harpy. Do you understand that Mr. Albach was considering 
the possibility of employment in the sale of automobile insurance / 

Mr. ALEXANDER. Yes. He told me about that—lI think the last time 


Imet him. Within the last month or so, yes. 

Mr. Harpy. And it was that recently / 

Mr. ALEXANDER. Yes. 

Mr. Hess. That is all, Mr. Alexander. The committee will stand 
in recess until further call of the Chair. 

(The committee then recessed at 4:10 p. m.) 
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APPENDIX 


*AR 600-101 
ARMY — I DEPARTMENT OF THE ARMY 
No. 600-101 WASHINGTON 25, D. C., 31 July 1953 


PERSONNEL 
COMMERCIAL Lire INSURANCE SOLICITATION 


Effective 24 August 1953 


Paragraph 


1. Purpose.—These regulations prescribe uniform policy and procedures in 
connection with the solicitation of commercial life insurance to military per- 
sonnel on Army installations and separate activities (hereinafter referred to as 
installations) worldwide. 

2. Policy.—a. Any commercial life insurance company and its agents, if both are 
duly licensed in any State or in the District of Columbia, will be permitted to 
solicit business on any Army installation, exclusive jurisdiction over which has 
been ceded to the United States. When the State in which the installation is 
located has retained exclusive or concurrent jurisdiction over such installation, 
a commercial life insurance company and its agents must qualify under the laws 
of that State prior to transacting business on the installation. 

b. Outside the continental United States, the commanding officer of the in- 
stallation concerned, using the criteria set forth herein as a guide, shall deter- 
mine the authority and qualifications of such companies and agents in accordance 
with any applicable pacts, treaties, or agreements, and any applicable laws of the 
jurisdiction wherein an installation may be located prior to granting permission 
for the solicitation of insurance on the installation. 

ec. Commanders of installations, wherein classified operations are being con- 
ducted, or for other cogent security reasons, may prohibit solicitation in any 
or all areas of their respective installations when deemed to be in the best interest 
of the national security. 

3. Control.—The control of the solicitation of commercial life insurance on an 
Army installation is the responsibility of the commander of that installation. 
The minimum control which will be exercised by installation commanders over 
such solicitation is as follows: 

a, Commanding officers of all installations will require that life insurance 
policies offered to military service personnel on installations have reserves at 
least equal to those produced by the Commissioners Reserve Valuation Method as 
defined in the Standard Valuation Law when calculated according to the Com- 
missioners 1941 Standard Ordinary Mortality Table, with interest at a rate not 
in excess of 3144 percent per annum. Such policies must provide cash and non- 
forfeiture values at least equal to the minimum values required by the Standard 
Nonforfeiture Law, as approved by the National Association of Insurance Com- 
missioners, and must comply with the interpretations of the “working committee 
on Standard Nonforfeiture and Valuation Laws to Life Insurance Committee, 
National Association of Insurance Commissioners,” commonly known as the 
Hooker Committee. 


*These regulations supersede SR 600—-100-—3, 17 April 1952. 
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»b. Commanding officers of installations concerned will require all companies 
authorized to offer life insurance to military personnel on their reservations to 
submit a notarized letter signed by the president or vice-president of said com- 
pany, listing all policies, together with their form numbers and a statement that 
only the policies listed are to be offered on such military installations and that 
such policies comply with a above. 

ce. Agents applying for permission to solicit will be required to furnish a 
notarized letter, signed by an authorized official of the company, indicating that 
the agent is authorized to solicit for that company, and that the company assumes 
full responsibility for the actions of its agents. 

d. No solicitation of personnel will be permitted during enlistment or induction 
processing, while undergoing basic training, or at ports of embarkation. 

e. No formations will be required or permitted to facilitate the sale of com- 
mercial life insurance. Solicitation will be on an individual basis, preferably 
by appointment only, and in such a manner as not to interfere with any military 
duty. 

f. No financial benefit or other valuable consideration will be offered (or 

accepted by) military or civilian personnel by representatives of commercial 

life insurance companies to facilitate life insurance transactions. This does 
not include advertising material, such as pens, pencils, wallets, notebooks, etc., 
normally with a value of less than $1. 

g. Under no circumstances will commercial life insurance agents be utilized 
for talks on insurance or Government benefits. 

h. The official use of allotment authorization forms reproduced by a non- 
Federal agency or any official form bearing an unauthorized overprint is pro- 
hibited. Personnel officers and disbursing officers will not certify any such 
forms. All authorization granted by The Adjutant General for reproduction or 
overprinting have been withdrawn. 

i. No member of the Armed Forces on active duty or Department of the Army 
civilian employee will represent any commercial insurance company or person 
for the solicitation or sale of insurance to military personnel on any installation 
with or without compensation. 

j. Those commanders concerned will regulate solicitation within their com- 
mands, avoiding discriminatory practices. Commanders and insurance officers 
are urged to seek guidance concerning the types of policies which should be 
authorized for sale on their installations, and other insurance matters, by utiliz- 
ing the services of local better business bureas, the chamber of commerce, local 
associations of life insurance agents and companies, State insurance commis- 
sions, and other commercial organizations. Extreme caution is to be exercised 
when granting permission for a policy to be sold on an installation, so as not to 
convey the idea that such policy bears an official approval. 

k. An officer familiar with insurance matters will discuss commercial policies 
with enlisted military personnel prior to their signing allotments initiated to 
pay premiums thereon, Discussions will include the overall financial obligations 
of the enlisted military personnel, a brief review of Government benefits to 
survivors of military personnel, as well as the coverage of the policies in question. 

1, The existence of exclusion or restrictive clauses or provisions of the follow- 
ing nature will be plainly indicated on the face of the policy: war clauses, 
geographic limitations, and aviation exclusion provisions. This may be accom- 
plished by the means of a rubber stamp. 

m. All companies selling participating policies must clearly indicate on all 
literature referring to dividends that the dividends are estimates and not 
guaranteed. 

n. Installation commanders will require that life insurance agents leave with 
the applicant and the unit insurance officer information regarding the policy 
applied for by indicating: 

( Name and address of company. 

(2) Name and address of agent. 

(3) Type of policy. 

(4) Amount of life insurance. 

(5) Full name of person insured. 

(6) Premium. 

(7) Death benefit, guaranteed cash value, extended insurance, pure endow- 
ment (if any) at the end of the first to fifth years, inclusive, and the 
tenth, fifteenth, and twentieth years. 

(8) List of all exclusion provisions which might be incorporated in the 
policy, such as war, aviation, ete. 
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4. Procedures—The procedures below will be followed in addition to those 
prescribed by installation commanders : 

a. All class E allotments for commercial life insurance, initiated by enlisted 
personnel, will be completed prior to signature and processed in accordance with 
SR 35-1900-1. Normally, the amount of an enlisted member's pay allotted for 
insurance should not exceed 10 percent of his total pay. 

b. Premium payments ou annuity policies (no life insurance involved) and on 
insurance policies on the life (lives) of the member's family are not authorized 
to be made by allotment from the service member's pay. 

ec. In every case where Army enlisted military personnel submit allotment 
forms in favor of commercial life insurance companies, they will be oriented con- 
cerning such purchase by being required to read and sign a statement, substan- 
tially as follows, which will become a part of the member's official 201 file: 

I fully understand that the Department of the Army does not favor, 
sponsor, or endorse any individual commercial life insurance company. I 
specifically understand that the filing of this allotment is merely a conven- 
ience afforded Army personnel, and does not constitute an approval by the 
Army of either the policy purchased or the company concerned. I further 
understand that the purchase of a life insurance contract, which involves the 
use of the allotment system for payment of premiums on such contract, is 
definitely a personal transaction between myself and the insurance company. 

I have been advised that there are certain benefits possibly available 
to survivors of service personnel, such as “Free” Indemnity (a form of in- 
surance), payment of six times the current monthly basic pay as a gratuity, 
payment of a monthly compensation by the Veterans Administration, and 
possible eligibility for Social Security Survivor Benefits, and benefits under 
laws administered by the Bureau of Employees Compensation for surviving 
dependents of certain Reserve Components Personnel. I further understand 
the valuable provisions of the Soldiers’ Deposit System, and the class B al- 
lotment system for the purchase of United States Savings Bonds. 

d. The above procedure will apply regardless of whether the transaction 
occurred on the installation, off the installation, or through the mails. 

5. Reporting.—a. Commanders concerned may ban any agent from soliciting 
life insurance within his command because of violations of his regulations. 
Whenever possible, the agent involved will be given an opportunity to be heard. 
The installation commander will notify “he Adjutant General, Department of 
the Army, Washington 25, D. C., ATTN: AGAO-—-CC, through channels, setting 
forth all of the factors upon which his decision to ban the agent was based. 
When it is determined that the agent in question was involved in fraudulent 
or unethical conduct, misrepresentation, or any other type of undesirable prac- 
tice in connection with the solicitation of life insurance, not in the best interest 
of military personnel, the agent may be banned from soliciting life insurance 
on all installations under the contro! of the Department of the Army. When such 
action is appropriate, a statement of intended action will be furnished by the 
Departmert of the Army to the Department of Defense, to the other military 
departments, to the agent in question, to the company for whom the agent was 
authorized to solicit, and to the insurance commissioner or other parallel official 
of the State in which the company is located. 

b. Installation commanders may also ban any commercial life insurance com- 
pany from soliciting life insurance within their command for a period of 3 to 
6 months in the event of repeated and severe violations of their regulations by 
representatives of the company concerned. If practicable, final action banning 
a company will not be taken until the company has been afforded a hearing. 
When such action is deemed appropriate, the commander will notify The Ad- 
jutant General through channels, setting forth all the factors upon which his 
decision to ban the company was based. Action may then be taken by the Depart- 
ment of the Army to ban the company from soliciting life insurance on all 
installations under the control of the Department of the Army. 

c. Procedures outlined in a and } above are exempt from reports control under 
paragraph 17af, AR 335-15. 

d. In addition to any notification submitted in compliance with the above sub- 
paragraphs, it is desired that a report, “Insurance Solicitation Abuses” (Reports 
Control Symbol CSGPA-356), be submitted every second month, setting forth 
any other instances which the installation commander determines to be abuses 
concerning commercial life insurance solicitation that have come to his atten- 
tion during the two previous calendar months. This report will be dispatched 
through channels to The Adjutant General not later than 5 days following the 
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report period. Negative reports are not required. The initial report will be 
dispatched not later than 5 September 1953 and will include as much information 
as is readily available for the months of July and August 1953. It is imperative 
that due dates for submission of this report be met, inasmuch as the Department 
of the Army is directed to submit a consolidated report to the Office, Secretary 
of Defense not later than the 25th day of the month following the report period, 


[AG 019.1 (23 Jul 58) G1] 


By ORDER OF THE SECRETARY OF THE ARMY: 


J. LAWTON COLLINS, 
Chief of Staff, United States Army. 
OFFICIAL : 
WM. E. BERGIN, 
Major General, USA, 
The Adjutant General. 


DISTRIBUTION : 
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HEADQUARTERS, 
U. S. Army, EUROPE, 
OFFICE OF THE ASSISTANT CHIEF OF Starr, G—1 
APO 408, 1 December 1954. 
Memorandum for: Honorable William E. Hess, Chairman, Sub-Committee on 
Defense Activities of the House Armed Services Committee. 
Subject : Inquiry into Policies Concerning the Control of the Sale of Commercial 
Life Insurance in USAREUR. 


1. As the Assistant Chief of Staff, G-1, my staff division includes in one 
of its branches a subdivision which exercises supervision over the policies and 
control of the sale of commercial life insurance in USAREUR. 

2. Although I am uncertain as to how you desire to proceed in this matter, 
subject to your approval, I have prepared a suggested program to outline one 
method of summarizing the organization and method of control employed in my 
staff division. The purpose of this is to lay the foundation for your inquiry, 
prior to calling witnesses, 

3. If you desire such a preliminary orientation, the following is suggested: 

a. Major General A. 8S. Newman: 

(1) Refer to chart at TAB A, showing the organization of the G—1 division. 
Discuss in sufficient detail to place in the organization, Lt. Col. F. W. Richards, 
Chief of the Discipline Sub-Branch, and Lt. Col. L. V. Smith, the Insurance 
Officer, who works under the immediate supervision of Lt. Col. Richards. 

(2) Invite attention to the fact that the folder each Committee member has 
includes at TAB B: List of possible witnesses; 

TAB C: Thumb nail outline of general testimony expected from each witness; 

TAB D: USAREUR Circular No. 26, and copy of speaker's notes used by 
Lt. Col. Richards in referring to this and other regulations. 

(3) Introduce Lt. Col. Richards. 

b. Lt. Col. F. W. Richards: 

(1) Explain Department of Army and USAREUR policy regarding recogni- 
tion of companies and agents, and rules on solicitation. 

(2) Offer background on malpractices that the European Association of Life 
Underwriters was set up to meet. 

(3) Report progress of Association. 

(4) Identify documentary evidence for the Committee’s consideration. 

(5) Introduce Lt. Col. L. V. Smith. 

ec. Lt. Col. L. V. Smith: 

(1) Supplement explanation of policies by Lt. Col. Richards, by outlining 
the working procedures used with reference to: 

(a) Office administrative procedures. 

(b) Life-insurance companies and agents. 

(c) European Association of Life Underwriters. 

(d) Use of files. 
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(2) Answer questions in reference to his dealings with agents or prospective 
agents. 

d. Witnesses to be called as desired by the Chairman. 

4. No preparation beyond that outlined above has been made, other than to 
have the witnesses listed in TAB B available on call. 

A. S. NEWMAN, 
Maj. Gen., GS, 
AC of S, G-1. 
4 Incls: TAB A, TAB B, TAB C, TAB D. 


TaB A 


HEADQUARTERS UNItEpD States Army, Europe, 
APO 403, 1 August 1953. 
Circular 
Number 26 
(Effective 1 September 1953) 


COMMERCIAL LIFE INSURANCE 


1. Reference: SR 600—100-3. 

2. Applicability: This directive is applicable to all US armed forces in Ger- 
many and civilian employees thereof. 

3. Purpose: The purpose of this circular is to establish a uniform policy and 
the procedures governing commercial life insurance solicitation and transactions 
within the US area of responsibility in Germany (incl. Western Area Comd), 
and to prescribe the minimum control which will be exercised by commanders 
in that field. 

4. General: It is the general policy of this headquarters that military and 
civilian personnel of the US armed forces in Germany who desire help in the 
purchase of conimercial life insurance and/or the planning of their commercial 
life insurance needs will be afforded an opportunity to obtain proper and legiti- 
mate assistance from qualified insurance agents, in a manner which will not 
interfere in any way with military or official duties or functions. 

5. Registration and Recognition of Life Insurance Companies: a. No com- 
mercial life insurance company may engage in business in Germany with military 
and civilian personnel of the US armed forces (other than by mail) without 
prior clearance from this headquarters. Such clearance will be issued in the 
form shown in Annex A. (All letters of clearance issued in accordance with 
EUCOM letters, AG 019 GPA-AGO, 5 June 1952, and 17 July 1952, subject: 
“Commercial Life Insurance Solicitation,” will be null and void as of the effective 
date of this circular.) 

b. An application for clearance will be in writing, addressed to this head- 
quarters (Attn: G1) and will be accompanied by the following: 

(1) Copy of state (or District of Columbia) license or charter under 
which the company operates. 

(2) Latest certified statement of financial condition of the company. 

(3) Clearance from the German Government to engage in business in 
Germany. 

(4) Proof that the company has been duly licensed and actively engaged 
in the life insurance business for a period of at least two years prior to date 
of application or, in lieu thereof, satisfactory evidence of a 100 percent rein- 
suring agreement with a substantially larger, well established life insurance 
company. 

ec. A company in possession of a valid letter of clearance issued by this head- 
quarters in accordance with the provisions of this paragraph which desires to 
engage in business with Air Force personnel stationed in Germany also will 
obtain a letter of clearance from Headquarters USAFE (Attn: EPPS-—B), in 
the manner herein prescribed. 

d. Letters of clearance may be suspended or revoked at any time because of 
activities by a company or its agent(s) which are considered to be to the detri- 
ment of the best interests of personnel of the US armed forces in Germany. 

6. Responsibilities of Companies Recognized by United States Army, Europe: 
A commercial life insurance company which has been registered with, and 
recognized by, this headquarters and which has been issued a letter in the form 
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shown in Annex A to that effect will, by acceptance thereof, insure compliance 
with the following stipulations and conditions: 

a. The company will be fully responsible and accountable for all activities 
of its general agent and soliciting agents. 

b. Each company will be represented by a fully qualified, responsible, and 
acceptable general agent who will be fully responsible and accountable to 
this headquarters on behalf of the company represented for all activities of 
any soliciting agent or employees representing the company in commercial 
life insurance transactions with US armed forces personnel in Germany. 

c. No company will be represented by more than one general agent and 
six active soliciting agents at any one time. 

d. Each soliciting agent will be assigned (by his general agent) a definite 
and permanent area for operations which will correspond to geographical 
command boundaries, where possible, and which will not overlap. 

e. No general agent will represent more than two commercial life insur- 
ance companies at any one time. 

7. Logistical Support: No life insurance company or its agents will be fur- 
nished any type of logistical support, the use of any facilities, or the right to 
receive, possess, or negotiate military payment certificates. 

8. Letters of Clearance for General Agents and Soliciting Agents: a. A letter 
of clearance from this headquarters in the form shown in Annex B may be 
granted to qualified and approved agents, provided they agree to adhere to the 
rules of solicitation contained in paragraph 9 and provided they possess all of the 
following: 

(1) A valid letter of personal accreditation from a life insurance company 
recognized by this headquarters by the issuance of the form letter shown 
in Annex A. 

(2) A valid license to solicit insurance in a state in the United States or 
the District of Columbia. 

(3) Evidence of adequate professional and ethical qualifications to engage 
in the sale and service of life insurance. 

b. An agent who possesses a valid letter of clearance from this headquarters 
on the form shown in Annex B and who desires to engage in business with Air 
Force personnel stationed in Germany also will obtain a letter of personal clear- 
ance from Headquarters USAFE (Attn: EPPS-B). 

9. Rules of Solicitation: Agreement to adhere to the following rules of 
solicitation will be considered by this headquarters as a prerequisite to the 
issuance of the letters of clearance referred to in paragraph 8. 

a. Written clearance will be obtained from the area and district commanders 
in all cases prior to engagement in business within the geographical limits of an 
area or district command. These commanders will examine the letter of clear- 
ance required of each agent (par. 8a) prior to granting geographical clearance. 
The granting of such geographical clearance will be entirely within the discretion 
of such commanders and may be withdrawn at any time; however, discriminatory 
practices will be avoided. 

b. Solicitation within military installations in all cases will be limited to in- 
dividual appointments made at the written request of the prospective customer, 
and interviews may be conducted only with permission of the commander of 
the installation (barracks coordinator) and/or unit in which the prospective 
customer is located. The commander concerned will examine the credentials 
required of each agent (pars. 8 and 9a) prior to granting permission to interview 
a prospective customer. Unit and installation commanders and barracks co- 
ordinators are not authorized to grant general permission to solicit business in 
a unit or installation area; they may only approve entrance into units or in- 
stallations (incl. kasernes) by agents who possess bona fide, written requests 
for an interview(s) from a member(s) of that unit or installation. Permission 
to remain in the area will be limited to the time necessary to complete the inter- 
view(s) approved by the unit or installation commander. 
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ec. Solicitation of groups of individuals in any manner will not be undertaken. 

d. Interviews will be conducted in such a manner and at such times as will 
not interfere with any military duties, and will include a full explanation of 
government sponsored life insurance rights and benefits pertaining to the in- 
dividual interviewed. Full explanation will be made of any clauses or restric- 
tions contained in the policies offered for sale which coukl be detrimental to 
the insured or his beneficiary. 

e. No solicitation of personnel will be permitted during enlistment processing 
or while undergoing individual recruit instruction or training. 

f. No formations of personnel to facilitate the sale of commercial life insurance 
will be required or permitted. When agents are utilized by a commander for 
talks on insurance of an instructional nature, steps will be taken to insure that: 

(1) The names of the companies represented and their commercial offer- 
ings are not mentioned coincidentally nor credited in any manner. 

(2) Information contained in lectures pertaiing to all forms of govern- 
ment sponsored life insurance is accurate as promulgated in current laws 
and directives. 

(3) No attempt is made to sell commercial life insurance during the course 
of such lectures, inasmuch as the objective is educational information on the 
general subject of life insurance. 

g. No emoluments will be offered to, nor accepted by, military or civilian 
personnel of the US armed forces to facilitate commercial life insurance 
transactions. 

h. No agent will use or attempt to use for business purposes an official iden- 
tification card or other form of official identification which would entitle him to 
automatic admission to a unit or installation. 

10. Allotments: a. Allotment forms for commercial life insurance will be 
completed prior to signature and will be processed in accordance with the pro- 
visions of applicable regulations. Normally, the umount of an enlisted member's 
pay involved in a given transaction should not exceed 10 percent of his total pay. 

b. The official use of allotment authorization forms reproduced by a non- 
Federal agency or any official form bearing an unauthorized overprint is pro- 
hibited. Personnel officers and disbursing officers will not certify such forms. 

11. Insurance Counseling: When possible, an officer familiar with insurance 
matters will discuss commercial policies with enlisted persons prior to their 
signing allotment forms initiated to pay premiums thereon. Such discussions 
will include the overall financial obligations of the enlisted persons, as well as 
the coverage of the policies in question. 

12. Banning of Agents: When a commander bans an agent from his command 
because of unethical or improper practices or violation of, or failure to comply 
with the provisions of, this circular or local regulations or instructions, a report 
will be made immediately to this headquarters (Attn: G1), setting forth all the 
factors upon which the decision to ban the agent was based. This report is 
exempt from reports control procedure under the provisions of paragraph 17k, 
AR 335-15. (AG 019 GPA—Heid Mil 8526) 

By command of General Bolte: 


C. B. FERENBAUGH, 
Major General, GS, 
Chief of Staff. 
OFFICIAL : 
L. V. WARNER, 
Brigadier General, USA, 
Adjutant General. 


Distribution: A plus 
150—G1 
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ANNEX A 


COMMERCIAL LIFE INSURANCE COMPANY— REGISTRATION 


HEADQUARTERS, 
Unirep States ARMY, EUROPE, 
APO 408. 
Subject : Commercial Life Insurance Company—Registration. 
To: Area, District, Unit, and Installation Commanders. 

1. Reference: USAREUR Circular 26, 1953. 

2. In accordance with the provisions of the Circular referred to in paragraph 
Fie ncdaaiiettesscekecee has registered with, and is recognized by, this head- 
quarters as eligible to write life insurance for personnel of the US armed forces 
stationed in the Federal Republic of Germany. 

3. Solicitation of business from military and civilian personnel of the US 
armed forces in Germany by agents of this company will be in strict conformance 
with the provisions of the circular referred to in paragraph 1, and with regula- 
tions promulgated by local commanders. 

4. This letter, of itself, will not be interpreted to mean that any agent of this 
company meets the requirements outlined in paragraph 8, circular referred to in 
paragraph 1, but is issued solely as an indication that this company has been 
registered with, and is recognized by, Headquarters USAREUR as being eligible 
to write life insurance for US armed forces personnel in Germany. 

5. This letter in no way constitutes an indorsement or recommendation of this 
company, its agents, practices, or its life insurance plans or policies. 

By command of General Bolte: 


ANNEX B 


COMMERCIAL LIFE INSURANCE AGENT—LETTER OF CLEARANCE 


HEADQUARTERS, 
UNITED STATES ARMY, EUROPE, 
APO 408. 
Subject : Commercial Life Insurance Agent—Letter of Clearance. 
To: Area, District, Unit, and Installation Commanders. 

1. Reference: USAREUR Circular 26, 1953. 

2. In accordance with the provisions of paragraph 8, circular referred to in 
paragraph 1, .......t has registered with, and is recognized by, this 
headquarters as a(the) duly authorized agent(general agent) of (Com- 
pany (ies) ), and, as such, is considered eligible to engage in life insurance trans- 
actions with military and civilian personnel of the US armed forces in Germany. 

3. Engagement in life insurance business by this individual in Germany will 
be in strict conformance with the provisions of the circular referred to in para- 
graph 1 and with implementing regulations and instructions promulgated by 
local commanders. 

4. This letter in no way constitutes an indorsement or recommendation of the 
life insurance plans or policies offered by the agent concerned or the company 
represented. 

of issue), unless sooner rescinded or superseded. 

By command of General Bolte: 
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Tap B 
PROSPECTIVE WITNESSES 


Lt. Col. F. W. Richards, G—1 Division, Tel HM 8741 

Lt. Col. L. V. Smith, G—1 Division, Tel HM 8526 

Col. C. E. McAfee, JA Division, Tel HM 8798 

Maj. R. H. Bass, Jr., PM Division, Tel HM 8438 

Maj. W. A. Pennino, PI Division, Tel HM 8988 

Capt. R. L. Burch, AG Division, Tel HM 8494 

Capt. Cowan C. Eastham, CO 52d MP Det (CI), Frankfurt Mil 7163 

Maj. Pauline E. Hacker, Chief, Personnel Affairs, under Director of Personal 
Services, Headquarters, USAFE, Wiesbaden Mil 22539 


Mr. Walter O’Haire, Executive Secretary, European Association of Life Under- 
writers, Plats der Republik 3, Frankfurt. Telephone Frankfurt Civilian 31095. 

Mr. Frank D. Smuin, President, European Association of Life Underwriters 
and General Agent of Bankers Life Insurance Company of America, Dallas, 
Texas and Gibraltar Life Insurance Company of America, Dallas, Texas. 

Mr. Berl E. Godfrey, Ft. Worth attorney, Vice President of Trans-American 
Life Insurance Co., Ft. Worth, Texas, and attorney for a group of Texas com- 
panies. (Mr. Godfrey has been in touch with the Hess Sub-Committee and will 
arrive in Frankfurt 28 November 1954, in care of Mr. O’Haire in Frankfurt.) 

Mr. Ralph Pitman, Washington D. C. attorney, resident representative of New 
York City law firm of Dwight, Royall (Former Secretary of the Army) Harris, 
Klogel and Caskey. Mr. Pitman is a member of Texas, New York and D. C. bars 
and will accompany Mr. Godfrey as representative of Texas companies. 

Mr. G. L. Dan Moody of Ft. Worth, Texas, Director, Trans-American Life 
Insurance Company. Will accompany Mr. Godfrey. 

Mr. Fred B. Dickey, President, Service Life Insurance Company, Ft. Worth, 
rexas. Will accompany Mr. Godfrey and others. 

Mr. Michael J. Ellis, General Agent, Service Life Insurance Company, in care 
of American Express, Frankfurt. Telephone Frankfurt Civilian 67263. 

Mr. George Ashley, General Agent, American Standard Life Insurance Com- 
pany, Ft. Worth, Texas, and Independence Insurance Company, Ft. Worth, Texas 
74 Oederweg, Frankfurt. Telephone Frankfurt Civilian 53501. 


Tas O 
Expecrep TESTIMONY 


Lt. Col. F. W. Richards (the immediate superior of Lt. Col. L. V. Smith): To 
explain DA and USAREUR policy regarding recognition of companies and agents, 
and rules on solicitation. Offer background on the malpractices that the Euro- 
pean Association of Life Underwriters was set up to meet and the fact that is has 
accomplished sound progress toward that objective. To identify documentary 
evidence for the committee’s consideration. 

Lt. Col. L. V. Smith: To supplement testimony of Lt. Col. Richards, to include 
more details on procedures and administration with respect to companies and 
individual agents. To identify documentary evidence on matters during past 
fifteen months, and answer any questions in reference to his dealings with agents 
or prospective agents. 

Col. C. E. McAfee: By written memorandum or oral testimony present legal 
aspects that the European Association of Life Underwriters is not an organiza- 
tion in violation of any antitrust or monopolistic principles in its conception or the 
conditions under which it is designed to function. That if the EALU has 
monopolistic aspects, they take the form of a “benevolent monopoly” to correct 
evils. 

Maj. R. H. Bass: Offer evidence concerning the extent of CID investigations 
of insurance activities. 

Maj. W. A. Pennino: Witness during Mr. Stern’s interview of Lt. Col Smith 
and testimony regarding Stern’s material and preparations for the Argosy 
article. 
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Capt. R. L. Bureh: Testimony regarding his signature to official corre 
spondence. 

Capt. Eastham: Limited testimony regarding incidents pertaining to Mr. 
Reichstein in Frankfurt. 

Maj. P. BE. Hacker: Action officer on life insurance matters for USAFE, and 
offer evidence pertaining to policy and procedures thereon. 

Mr. O’'Haire: Extensive background evidence on all aspects of commercial life 
insurance activities and the same for the European Association of Life Under- 
writers. 

Mr. F. D. Smuin: Evidence on the nature, aims, objectives and accomplish- 
ments of the European Association of Life Underwriters. 

Mr. B. E. Godfrey: Probably prepared to give evaluations of Texas companies 
and Texas insurance laws governing Commercial life insurance companies. 

Mr. Ralph Pitman: Probably prepared to corroborate Mr. Godfrey and offer 
comparative evidence of insurance laws and matters in other jurisdictions. 

Mr. G. L. Dan Moody: Probably prepared to give evidence on practices and 
policies ef Texas and other insurance companies. 

Mr. F. B. Dickey: Probably prepared to corroborate Mr. Moody’s testimony 
and give evidence of past bad practices before existing DA and USAREUR policy 
and European Association of Life Underwriters come into existence. 

Mr. M. J. Ellis: Evidence on character and behavior of Mr. Reichstein, also 
corroborate evidence on activities of commercial life insurances companies and 
the European Association of Life Underwriters. 

Mr. George Ashley: Evidence corroborating testimony by Mr. Ellis. 


Tas D 
Lire INSURANCE 


1. Circular 26 authorizes life-insurance companies to operate in Germany: 
a. State license. 
Financial statement. 
Clearance from German government. 
a. Two years in business or reinsuring provision. 
e. Notarized letter from president or vice president that policies comply 
with AR 600-101, 
2. Responsibility of companies: 
a. For general agent and six solicitors. 
b. Assigned by area, insofar as practicable. 
c. No general agent to represent more than two companies. 
d. Restrictive clauses plainly marked on policy. 
e. Companies selling participating policies must indicate in literature 
that dividends not guaranteed. 
8. No logistic support. 
4. Letters of clearance for agents based on: 
a. Notarized letter from company indicating responsibility for agent. 
b. State license. 
ec. Evidence of professional and ethical qualifications. 
5. Rules of Solicitation : 
a. Written clearance from area commanders, 
b. Individual written appointments. 
ec. No group solicitation. 
d. Full explanation of policies and clause 
e. No interference with duties. 
f. No formations permitted. 
g. Agents may not give talks to units. 
h. No emoluments. 
i. Must leave with applicant name and address of agent ; Type and amount 
of policy ; Premium ; Death and other benefits; Exclusions. 
6. Insurance counseling. 
7. Banning of agents. 


232 SALES OF COMMERCIAL LIFE INSURANCE 


HEADQUARTERS UNITED STATES ARMY, Europe, 
APO 403, 21 August 1953. 
Changes No. 1 
USAREUR Circular 
Number 26 
1 August 1952 
CoMMERCIAL LIFE INSURANCE 


USAREUR Circular 26, 1953, is changed as follows : a 

1. So much of paragraph 1 as reads “SR 600-100-3” is changed to read 
“AR 600-101.” 

2. Subparagraph (5) is added te paragraph 5b as follows : : 

(5) A notarized letter signed by the president or vice president of the 
company listing all policies, together with their form numbers and a state- 
ment that only the policies listed are to be offered and that such policies 
comply with paragraph 3a, AR 600-101. 

3. In paragraph 6: a. Subparagraph f is added as follows: 

f. The existence of exclusion or restrictive clauses or provisions of the 
following nature will be plainly indicated on the face of the policy: war 
clauses; geographic limitations; and aviation exclusion provisions. This 
may be accomplished by means of a rubber stamp. 

. Subparagraph g is added as follows: 

g. All companies selling participating policies must clearly indicate on 
all literature referring to dividends that the dividends are estimates and 
not guaranteed. 

4. Paragraph 8a (1) is rescinded and the following substituted : (1) A notarized 
letter by an authorized official of a company which has been issued a letter in the 
form shown in Annex A indicating the agent is authorized to solicit (or act as 
general agent) for that company, and that the company assumes full responsi- 
bility for the action of its agents. 

5. In paragraph 9: a. Subparagraph f is rescinded and the following substituted : 

f. No formations of personnel to facilitate the sale of commercial life 
insurance will be required or permitted. Commercial life-insurance agents 
will not be utilized for talks on insurance or government benefits. 

. Subparagraph g is rescinded and the following substituted : 

zg. No financial benefit or other valuable consideration will be offered (or 
accepted by) military or civilian personnel by representatives of commercial 

life-insurance companies to facilitate life-insurance transactions. This does 
not include advertising material, such as pens, pencils, wallets, notebooks, 
eta., normally with a value of less than one dollar. 

ec. Subparagraph i is added as follows: 

i. Life-insurance agents will be required to leave with the applicant and 
the unit insurance officer information regarding the policy applied for by 
indicating: (1) Name and address of company. 

(2) Name and address of agent. 

(3) Type of policy. 

(4) Amount of life insurance. 

(5) Full name of person insured. 

(6) Premium, 

(7) Death benefit, guaranteed cash value, extended insurance, pure en- 
dowment (if any) at the end of the first to fifth years, inclusive, and the 
tenth, fifteenth, and twentieth years. 

(8) List of all exclusion provisions which might be incorporated in the 
policy, such as war, aviation, ete. 

6. Paragraph 10a is rescinded and the following substituted : a. The procedures 
outlined in paragraph 4, AR 600-101 will be followed. 

7. Paragraph 11 is rescinded and the following substituted : 

li. Insurance Counseling. ; An officer familiar with insurance matters will 
discuss ¢ mimercial policies with enlisted military personnel prior to their signing 
allotments initiated to pay premiums thereon. Discussions will include the 
overall financial obligations of the enlisted military personnel, a brief review 
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of government benefits to survivors of military personnel, as well as the coverage 
of the policies in question, 
(AG 019 GPA—Heid Mil 8526) 
By command of General Bolte: 
C. B. FERENBAUGH, 
Major General, GS, 
Chief of Staff. 
OFFICIAL : 
L. V. WARNER, 
Brigadier General, USA, 
Adjutant General. 
Distribution: “A,” plus 
150—G1 


HEADQUARTERS, U. S. ARMy EUROPE, 
OFFICE OF THE CHIEF OF STAFF, 
38 December 1954. 
Memorandum for: Honorable William E. Hess, Chairman, Subcommittee on 

Defense Activities of House Armed Services Committee. 

Subject : Investigation of following in USAREUR: (1) Sale of Commercial Life 

Insurance; (2) Sale of Alcoholic Beverages. 

1. It was considered desirable to prepare a suggested approach to the manner 
in which the information you desire could be presented, for your approval. 

2. It is realized that you may have an entirely different procedure in mind, and 
may wish to call witnesses at once. If so, we have made arrangements for that. 

3. Believing, however, that you probably would desire from us a suggested 
plan to present background information as a point of departure, I have had the 
following plans prepared for your consideration : 

a. Sale of Commercial Life Insurance: Plan prepared by Major General 
A. S. Newman, AC of S, G—1, is attached at RED TAB 1. 

b. Sale of Alcoholic Beverages: Plan prepared by Brigadier General Web- 
ster Anderson, President of the Class VI Board, is attached at RED TAB 2. 

4. In view of the fact certain civilian witnesses in the matter of life insurance 
have traveled a considerable distance to be available if their testimony is de- 
sired, and now have been waiting about a week, it is therefore considered 
probable you would desire to take up the sale of life insurance first. 

5. Among the documents in the files are certain papers classified as confidential. 
It is feit I should bring this to your attention. While the material is not ‘se 
curity information” it does include information about individuals—ineluding 
hearsay evidence, opinions and conjectures—which it is thought would be pre- 
judicial to the rights of individuals (civilians, not military personnel) if released 
to the press without substantiation. 

6. Thus, at the outset it is respectfully suggested that you give us your 
desires on the following: 

a. Whether or not you desire to take up the matter of life insurance first, or 
alcoholic beverages. 

b. Whether or not you desire background information presented as outlined in 
the suggested plans at Red Tab 1 and Red Tab 2. 

c. Whether or not you want all witnesses present in the room, or brought in 
on call. 

d. Whether or not you desire any restriction on who is to be presen* in the 
room during the hearings. 

7. The above are thoughts which had occurred to me in trying to visualize what 
preparations you might desire. Having outlined these points for your considera- 
tion, I therefore await your instructions on arrangements you require. 

O. P. NEWMAN, 
Maj Gen, GS, 
Deputy Chief of Staff for Administration, 


2 Incls: 
1. Red Tab 1. 
2. Red Tab 2. 
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AG 019/CPA APO 403 
Subject: Banning of Insurance Agent. 
To: The Adjutant General, Department of the Army, Washington 25, D. C. 


1. Reference is made to paragraph 5, AR 600-101. 

2. The decision to ban Mr. Stuart W. Reichstein, a former soliciting agent for 
the American Standard Life Insurance Company of Fort Worth, Texas, was 
promulgated in USAREUR Weekly. Directive 41, dated 8 October 1954. All 
authorization to engage in life-insurance transactions with military and civilian 
personnel of the U. S. Armed Forces in Germany granted by this headquarters 
to Mr. Reichstein was thereby revoked. Accordingly, Mr. Reichstein is banned 
from soliciting life insurance on all installations under the control of this head- 
quarters, 

3. Mr. Reichstein failed to abide by the regulations of this command pertain- 
ing to the solicitation of commercial life insurance in that he did, on or about 
the 26th or 27th of July 1954, at a time when he had no authorization to repre- 
sent the American Standard Life Insurance Company, engage in the solicitation 
and sale of life insurance with personnel of the 87th Engineer Group at Pioneer 
Kaserne, Hanau, Germany. (See Annex B to Inclosure 1.) 

4. It has been further determined that Mr. Reichstein does not possess the 
qualifications desired in a soliciting or a general agent engaged in the sale and 
service of life insurance to personnel of this command. This determination is 
based on behavior which clearly shows that he does not have the judgment, com- 
monsense, or emotional stability to manage the affairs of a life-insurance com- 
pany abroad, as a general agent. Collaterally, Mr. Reichstein’s accusations, 
insinutions, and libelous allegations in the form of harassing tirades on the 
reputations and ethics of others demonstrate qualities which cannot be condoned 
in a solicitating agent or a general agent. (See Memorandum for Record, Dis- 
cipline Section, C—1 division, Headquarters, USAREUR, dated 28 September 1954 
(Incl. 1).) 

5. However, with respect to individual military personnel who have been so- 
licited by or who have purchased life-insurance policies through Mr. Reichstein, 
there are no known facts indicating fraud, misrepresentation, or any other type 
of undesirable practice which adversely affect the interests of the purchasers. 

6. Aside from the matters considered above, it has been determined that, in 
all probability, Mr. Reichstein was the source for part of a deliberately mislead- 
ing and distorted magazine article by Michael Stern which appeared in the 
November 1954 issue of the Argosy Magazine. It also appears that Mr. Earl J. 
Carroll influenced the writing of the article to some degree. (See Memorandum 
for Colonel Bork, dated 12 July 1954 (Incl. 2), and Memorandum for Record, 
dated 16 July 1954 (Incl. 3). 

7. Policy and procedures governing commercial life-insurance solicitation and 
transactions within the U. S. areas of responsibility in Germany are contained 
in USAREUR Circular No. 26, 1 August 1953, and Change 1 thereto dated 21 
August 1954 (Inel, 4). 

For the Commander in Chief : 

(s) R. L. Burcu, 
Capt. A. G. C., 
Asst. Adj. Gen. 
4 Incls.: 
1—M/R, 28 Sep 54 
2—Memo fr Col Bork, 12 Jul 54 
3—M/R, 16 Jul 54 
4—Cir 26 w/Chg 1 


28 SepTEMBER 1954. 
Discipline Section, G-1 Div, Hq USAREUR 
Subject: Stuart W. Reichstein. 

Memorandum for record: 

1. A résumé of facts and incidents pertaining to Mr. Reichstein’s case appears 
below. 

a. Mr. Stuart W. Reichstein who was previously authorized to engage in the 
commercial life-insurance business as a soliciting agent visited the office of the 
Discipline Section, G-1 Division, during late May or early June 1954, and pre- 
sented a letter from the Great Northwest Life Insurance Company which named 
him as their general agent for Europe. This letter did not meet the require- 
ment that it be notarized, signed by an authorized official of the company, indi- 
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eating Mr. Reichstein’s authorization to act as general agent for the company 
and that the company assumed full responsibility for his actions. 

b. Mr. Reichstein was told that the matter of his clearance for recognition 
as a general agent could not proceed without a proper letter from his company. 
Mr. Reichstein made general allegations and insinuations of what he considered 
monopolistic and unfair practices by the European Association of Life Under- 
writers, and, maintained that in his case, he should not be asked to obtain a 
recommendation from the Association. [Under Section III, Article VIII of its 
Bylaws, the Association undertakes to determine the qualifications of proposed 
general agents (see Tab A in memorandum to C/S from AC of 8, G-—1, dated 
3 Aug 54) and as a matter of policy this proceeding has been recognized by this 
headquarters. (See paragraphs 3 and 4 USAREUR letter dated 14 Ang 53 to 
the Association at Tab B in memorandum to C/S from AC of 8, G—1, dated 
3 Aug 54)]. Annex A, hereto. 

ec. Mr. Reichstein was asked to give whatever evidence he might have or could 
readily obtain in support of his personal conclusions. He offered no evidence, 
but insisted that an exception should be made in his case as far as a recommenda- 
tion from the Association was concerned. He was told that membership in the 
Association was not mandatory, but that this headquarters would expect any 
insurance representative to measure up to the same ethical and professional 
standards as subscribed to by members of the Association, and that it was felt 
that in his or any other case, no harm would be done by approaching the Asso- 
ciation for a recommendation and that he would be expected to seek their 
recommendation. Mr. Reichstein was told that if he was refused a favorable 
recommendation, that this headquarters would certainly inquire further into 
the matter of determining his qualifications and the propriety of the Associa- 
tion’s action. 

d. Mr. Reichstein persisted in his stand and stated that he would not go to 
the Association for a recommendation under any circumstances, and that the 
company he sought to represent would have nothing to do with the Association. 
He asked that the position of this headquarters with respect to the Association 
be stated in a letter to his company. This request was acceded to. (See Tab 
C in memorandum to C/S from AC of S, G—-1, dated 3 Aug. 54.) Annex A. 

e. Since the above visit, a series of correspondence between Mr. Earl J. Car- 
roll and this headquarters has transpired. (See Tab D in memorandum to C/S 
from AC of S, G—1, dated 3 Aug. 54.) Annex A. This was interposed by one 
long-distance telephone call from Mr. Carroll on 25 June 1954. In referenced 
telephone conversation, the matter was explained to Mr. Carroll substantially 
as it had previously been discussed with Mr. Reichstein. He was told that up 
to now no exception had been made in the practice of considering the recom- 
mendations of the Association in all cases, and that to do otherwise would in 
effect nullify the supported aims and objectives of the Association. It was 
agreed that Mr. Carroll would write another letter (Carroll’s letter of 26 June 
1954) and that in its reply, this headquarters would stated its considered point 
of view in Mr. Reichstein’s case. This was done in USAREUR letter, dated 14 
July 1954. (Last letter at Tab D in memorandum to C/S from AC of 8, G—1, 
dated 3 Aug. 54.) Annex A. 

f. On or about 23 July 1954, Mr. Reichstein again visited the office of the 
Discipline Section, G—-1, and presented a new letter from the Great Northwest 
Life Insurance Company, which met all requirements regarding his appoint- 
ment as their general agent. He stated that the letter had been obtained only 
after he had procured a fidelity bond in favor of the company. Aside from 
vehement denouncement of what he termed jealousies and malicious acts of 
members of the Association in general and extensive but modest self-praise of 
his own qualities and accomplishments, he had nothing to offer in the form of 
evidence of his professional and ethical qualifications as a general agent. Upon 
being pointedly asked for such evidence he mentioned eight (8) different units or 
installations within which he had solicited insurance, and which should be able to 
support his position that he handled all business efficiently and properly in 
accordance with the rules. 

g. Mr. Reichstein was told that this headquarters would conduct its own 
investigation into his qualifications and that he would be informed as to what 
further action would be taken in his case. 

h. On or about 26 or 27 July 1954, at a time when he had no authorization to 
represent the American Standard Life Insurance Company, Reichstein engaged 
in the solicitation and sale of life insurance with personnel of the 37th Engineer 
Group at Pioneer Kaserne, Hanau, Germany. According to Mr. Ashley, general 
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agent for this company, Reichstein’s action occurred without any knowledge or 
consent on his part. 

i. Sometime later, when Ashley learned what had happened, he strongly 
reprimanded Reichstein and asked him: “What in the world caused you to do 
such thing?’ Reichstein’s only excuse was that he was “broke” and did it in 
an effort to qualify for the commissions. Ashley said he then told Reichstein, 
“if you had come to me I would have given you some money, but now look at 
the position you have not only placed yourself in, but the company and me as 
well.” Reichstein’s reply was: “Well, it’s done now so what can I do about it?’ 
(For further details see M/R on Ashley's visit to this office on 4 August 1954.) 
Annex B. 

j. Subsequently, Mr. Ashley picked up Reichstein’s letter of clearance as solicit- 
ing agent for the American Standard Life Insurance Company, and during the 
course of his visit to this office delivered the letter to the undersigned. There- 
after, on 29 September 1954, a letter was dispatched to Mr. Carroll denying Mr. 
Iceichstein’s request for clearance as general agent for the Great Northwest 
Life Insurance Company and formally rescinding his clearance to act as solicit- 
ing agent for American Standard Life Insurance Company. Annex C. 

k. In an effort to determine the validity of allegations of improper business 
ethics on the part of Reichstein in connection with transactions with USAFE 
personnel and agencies, it was learned that Reichstein had complained to USAFE 
that a Colonel Raymond Marshall was guilty of making a “false, malicious and 
slanderous” statement against Mr. Reichstein regarding his status in connection 
with the sale of certain slot machines to USAFE clubs. <A report of investigation 
from USAFE indicates that Reichstein’s complaint was unfounded. Annex D. 

1. Reichstein has created several threatening and embarrassing situations with 
respect to other insurance representatives, involving altercations, threats of 
violence, and false accusations. 

m. Mr. Reichstein appears to be a highly litigious and irrational person with 
an astonishing command of an extensive vocabulary. It appears that by in- 
nuendo, insinuations, and depreciatory allusions he has sought to undermine 
confidence in the European Association of Life Underwriters, his colleagues in 
the insurance business, and this headquarters. 

n. It has been concluded that all authorization to engage in life insurance busi- 
ness should be denied or rescinded as per letter to Mr. Earl J. Carroll, referred 
to in subparagraph j, above, and notice for publication in the forthcoming 
Weekly Directive entitled “Report of Decision To Ban Insurance Agent Mr. 
Stuart W. Reichstein.” 

(s) L. V. Srrn, 
Lt. Col. GS, 
Personnel Staff Officer. 


Tile No. 
To: C-1, 
Subject : Ltr Gen Hoge fr Ear] J. Carroll dtd 26 July 1954. 
From: SGS. 
Date: 28 Jul 54. Comment No. 1. Major Duncan/df/S8088 
1. Forwarded for necessary action to include direct reply having been noted 
by the Commander in Chief. 
2. Request that a copy of the reply and a résumé of the facts in this case be sub- 
mitted for the information of the Commander in Chief. 
For the Secretary of the General Staff: 
(s) S. K. Duncan, 
Major, GS, 
Asstn. Secy. of the Gen. Staff. 
1 Incl: Subject Letter. 


File No.: GPA 019/a. 
Subject: Letter General Hoge from Earl J. Carroll dated 26 July 1954. 
To: C/S. 
From: AC/S, G-1. 
Date: 3 August 1954. 
Comment No. 2. Lt. Col. Smith/8526/ctb. 
1. A résumé of facts and incidents pertaining to Mr. Reichstein’s case appears 
below. 
a. Mr. Stuart W. Reichstein who was previously authorized to engage in the 
commercial life insurance business as a soliciting agent visited the office of the 
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Discipline Section, G-1 Division during late May or early June 1954, and 
presented a letter from the Great Northwest Life Insurance Company which 
named him as their general agent for Europe. ‘This letter did not meet the 
requirement that it be notarized, signed by an authorized official of the company, 
indicating Mr. Reichstein’s authorization to act as general agent for the 
company and that the company assumed full responsibility for his actions. 

b. Mr. Reichstein was told that the matter of his clearance for recognition as 
a general agent could not proceed without a proper letter from his company. 
Mr. Reichstein made general allegations and insinuations of what he considered 
monopolistic and unfair practices by the European Association of Life Under- 
writers, and maintained that in his case, he should not be asked to obtain a 
recommendation from the Association. (Under Section III Article VIII of its 
By-Laws, the Association undertakes to determine the qualifications of proposed 
general agents Tab A. and as a matter of policy this proceeding has been recog- 
nized by this headquarters. See paragraphs 3 and 4 USAREUR letter dated 14 
August 1953 to the Association, at Tab B.) 

ec. Mr. Reichstein was asked to give whatever evidence he might have or could 
readily obtain in support of his personal conclusions. He offered no evidence, 
but insisted that an exception should be made in his case as far as a recommen- 
dation from the Association was concerned. He was told that membership 
in the Association was not mandatory, but that this headquarters would expect 
any insurance representative to measure up to the same ethical and professional 
standards as subscribed to by members of the Association, and that it was felt 
that in his or any other case, no harm would be doue by approaching the Associa- 
tion for a recommendation and that he would be expected to seek their reconimmen- 
dation. Mr. Reichstein was told that if he was refused a favorable recom- 
mendation, that this headquarters would certainly inquire further into the 
matter of determining his qualifications and the propriety of the Association’s 
actions. 

d. Mr. Reichstein persisted in his stand and stated that he would not go 
to the Association for a recommendation under any circumstances, and that the 
company he sought to represent would have nothing to do with the Association. 
He asked that the position of this headquarters with respect to the Association 
be stated in a letter to his company. This request was acceded to. See Tab C. 

e. Since the above visit a series of correspondence between Mr. Ear! J. Carroll 
and this headquarters has transpired. See Tab D. This was interposed by one 
lone-distance telephone call from Mr. Carroll on 25 June 1954. In the telephone 
conversation the matter was explained to Mr. Carroll substantially as it had 
previously been discussed with Mr. Reichstein. He was told that up to now no 
exception had been made in the practice of considering the recommendations of 
the Association in all cases, and that to do otherwise would, in effect, nullify the 
supported aims and objectives of the Association. It was agreed that Mr. Carroll 
would write another letter (Carroll's letter of 26 June 1954), and that in its 
reply this headquarters would state its considered point of view in Mr. Reich- 
stein’s case. This was done in USAREUR letter, dated 14 July 1954. (Last 
letter at Tab D.) 

f. On or about 23 July 1954 Mr. Reichstein again visited the office of the 
Discipline Section (G-1) and presented a new letter from the Great Northwest 
Life Insurance Company, which met all requirements regarding his appointment 
as their general agent. He stated that the letter had been obtained only after 
he had procured a filelity bond in favor of the company. Aside from vehement 
denouncement of what he termed jealousies and malicious acts of members of the 
Association in general, and extensive but modest self-praise of his own qualities 
and accomplishments, he had nothing to offer in the form of evidence of his pro- 
fessional and ethical qualifications as a general agent. Upon being pointedly 
asked for such evidence, he mentioned eight (8) different units or installations 
within which he had solicited insurance, and which should be able to support 
his position that he handled all business efficiently and properly in accordance 
with the rules. 

g. Mr. Reichstein was told that this headquarters would conduct its own 
investigation into his qualifications and that he would be informed as to what 
further action would be taken in his case. 

h. This headquarters is now investigating allegations of improper business 
ethics on the part of Mr. Reichstein in connection with transactions with USAFE, 
allegations implying his involvement in a homicide case in Texas, and that he 
has been placed under what amounts to a “peace bond” by the German authorities 
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in Frankfurt as the result of an altercation with, and subsequent threats to, 
another insurance man. (See Tab E.) These allegations are from sources other 
than the European Association of Life Underwriters. 

i. Mr. Reichstein appears to be a highly litigious and irrational person with 
an astonishing command of an extensive vocabulary. He is regarded as a top 
production insurance salesman but is not believed qualified to handle the person- 
nel and business management responsibilities required of a general agent. Of 
course, if the above allegations against him are found to be true and to seriously 
compromise his character and business ethics, it is believed that all authorization 
to engage in life insurance business should be denied or revoked. 

2. A proposed reply to Mr. Carroll's letter is at Tab F. 

3. Recommendation: Approval of letter to Mr. Carroll and forwarding to AG 
for signature and dispatch. Tab F. 

(s) J. G. VAN Houten. 
Major General, GS, 
AC of 8S, G-1. 
7 Incls.: 
Added 6 Incls. 
Tab A Const & By-Laws EAOLU. 
Tab B USAREUR ltr 14 Aug 53. 
Tab C USAREUR ltr 10 Jun 54. 
Tab D Corres w/Carroll. 
Tab E ltrs to USAFE & Texas Sheriff. 
Tab F Prop rep to Carroll. 


Gi. 

From: SGS. 

Date: 16 August 1954. 

Comment No. 3. Maj. Duncan/bjh/SO8s. 


The letter submitted at Tab F has been forwarded to AG for signature and 


dispatch. 
Date: 18 Aug 54. 
APPROVED : 
(s) J. G. Van Hovren. 
for C. B. FARENBAUGH, 
Maj. Gen., GS, 
Chief of Staff. 
6 Inels.: 
1-6 n/c. 
7-w/d. 


Ear J. CARROLL, CoUNSELOR AT LAW, Russ BUILDING, SAN FRANCISCO 4 
Address: Frankfurt/Main, Gy, 24 Rheinstrasse, Telephone 76751 


FRANKFURT/MAIN, 26 July 1954. 
General Hoer, 
Commanding General, United States Army, Europe, 
Heidelberg, Germany. 

Dear Str: Your letter dated 14 July 1954 has been received. 

The contents thereof are confusing. You will recall that Mr. Stuart Reichstein 
made application to your Headquarters personally during the last week of 
May 1954 for a letter of clearance to act as general agent in this territory for 
the Great Northwest Life Insurance Company. At that time he was told that 
he would have to secure a letter of approval from the European Association of 
Life Underwriters and a letter from the Great Northwest Life Insurance Com- 
pany assuming full responsibility for the actions of Mr. Reichstein pursuant 
to the provisions of Paragraph 8, USAREUR Circular No. 26, dated 1 August 
1953, as changed. 

The required letter of assumption of responsibility by the Great Northwest 
Insurance Company is now in your hands. The second obstacle is removed by 
the statement contained in your letter of 14 July 1954 that your “headquarters 
does not require that prospective insurance company representatives be approved 
by the European Association of Life Underwriters as a condition precedent to 
the issuance of a letter of clearance.” 
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However, the third paragraph of this letter appears to raise a new require- 
ment of an indeterminate nature. You stated “that upon receipt of reasonably 
conclusive evidence of Mr. Reichstein’s professional and ethical qualifications 
as a general agent, this headquarters will determine whether he will be given 
a letter of clearance. The qualifications required by this headquarters for general 
agents and soliciting agents are set forth in paragraph 8, USAREUR Circular 
No. 26, dated 1 August 1953, as changed.” The paragraph referred to makes no 
distinction in the requirements for general agents and soliciting agents, it reads 
as follows : 


8. Letters of Clearance for General Agents and Soliciting Agents. 

a. A letter of clearance from this headquarters in the form shown in 
Annex B may be granted to qualified and approved agents, provided they 
agree to adhere to the rules of solicitation contained in paragraph 9 and 
provided they possess all of the following. 

(1) A notarized letter signed by an authorized official of a company which 
has been issued a letter in the form shown in Annex A indicating the agent 
is authorized to solicit (or act as general agent) for that company, and 
that the company ussumes full responsibility for the action of its agents. 

(2) A valid license to solicit insurance in a State in the United States or 
the District of Columbia. 

(3) Evidence of adequate professional and ethical qualifications to engage 
in the sale and service of life insurance. 

b. An agent who possesses a valid letter of clearance from this head- 
quarters on the form shown in Annex B and who desires to engage in busi- 
ness with Air Force personnel stationed in Germany also will obtain a 
letter of personal clearance from Headquarters USAFE (Attn: EP PS-B). 

All of these requirements have been fully met by Mr. Reichstein as your ree- 
ords should show. As heretofore stated in my letters of June 11th, 18th and 
26th, Mr. Reichstein has been given letters of clearance for 2 other insurance 
companies as a soliciting agent by your Headquarters during the past 2 years. 
He has satisfactorily met all of the requirements of your Headquarters during 
this period. 

Insofar as this application pertains to a letter of clearance to act as general 
agent for the Great Northwest Life Insurance Company, Mr. Reichstein has 
provided you with: 

(1) a valid letter of personal accreditation from that Company. 

(2) you have in your files a valid license of Mr. Reichstein to solicit in- 
surance, issued by the State of Texas. 

(3) you yourself have approved of his professional and ethical qualifica- 
tions to engage in the sale and service of life insurance. 

Mr. Reichstein’s initial application to you in May was made upon the same 
basis and in the same form as that of the preceding general agent. At that 
time Mr. Reichstein was told that if he would clear through the European Asso- 
citaion of Life Underwriters that his application in that form would be accepted. 
He was further told that if he did not do so he would find it very difficult to get 
n letter of clearance. It is perfectly obvious that this threat is being made good 
by certain subordinates under your command. 

Accordingly I am making this final appeal to you to stop the trifling that is 
being indulged in in this case by subordinates acting in your name. 

If there is any valid reason why Mr. Reichstein should not be issued this 
letter of clearance it should be specifically set forth in order that it can be met 
and dealt with, if not, the letter of clearance should be forthcoming without 
further delay. 

Very truly yours, 


EJC/gk (s) Earn J. 


CONSTITUTION AND BYLAWS OF THE EUROPEAN ASSOCIATION OF LIFE UNDERWRITERS 


In order to provide a service for the life insurance needs of U. S. Armed 
Forces personnel assigned to the European Theater and to their families now 
residing in Europe, in the same manner as though they continued to live within 
the continental limits of the United States of America, the European Associa- 
tion of Life Underwriters is hereby founded. 


| 
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ARTICLE I 


NAME 


This Association shall be known as the European Association of Life Under- 
writers. 
ARTICLE IT 


PURPOSE 


1. The purpose and aim of the Association is to insure a high standard of 
ethics among its members in the sale and service of life insurance, 

2. There will be complete compliance on the part of every member of the 
association according to the letter and spirit of all military regulations, direc- 
tives, and instructions controlling the solicitation of commercial life insurance. 

3. All members of the association will conduct themselves in a manner reflect- 
ing creditably upon life underwriters, and will advise and give assistance to 
the military Commanders charged with controlling and regulating the solicita- 
tion of commercial life insurance. Every member of the association is avail- 
able for advice and assistance in any life insurance problem which may arise. 


ARTICLE ITI 


MEMBERSHIP 


1. Membership in the association will be composed of active, associate, and 
honorary members, possessing the prerequisites for membership eligibility and 
who obtain membership status in the associate body. Prerequisites for member- 
ship eligibility are: 

(a) Active Membership. Any person representing a commercial life insur- 
ance company either as a general agent or soliciting agent, who is a qualified 
life insurance underwriter possessing a duly authorized license issued by a 
State of the United States or the District of Columbia, providing the company 
he represents has been registered with and recognized by Headquarters, 
USAREUR and USAFE (if applicable) to write life insurance for members 
of the U. S. Armed Forces stationed within the area of the Federal Republic 
of Germany, and which company is an associate member of this association. 

(b) Associate Membership. Any commercial life insurance company registered 
with and recognized by Headquarters, USAREUR and USAFE (if applicable) 
as eligible to write life insurance for members of the U. S. Armed Forces 
stationed within the Federal Republic of Germany. 

(c) Honorary Membership. Any former licensed life underwriter now on 
active duty in any branch of the Armed Forces. We also invite as Honorary 
Members all duly appointed Unit Life Insurance Officers, of all echelons, serving 
in the Armed Forces. We welcome all honorary members to attend any and 
all meetings. Honorary members are not permitted to pay dues or to vote. 


ARTICLE IV 


DUES AND FEES 


1. Every person requesting an active membership status in the association 
will pay an initation fee of DM 50.00. Monthly membership dues for active 
members will be DM 20.00. 

2. Associate members, the commercial life insurance companies registered 
with and recognized by Headquarters, USAREUR and USAFE (if applicable) 
to write life insurance for members of the U. S. Armed Forces stationed within 
the Federal Republic of Germany, are not required to pay initiation fees or 
monthly dues. However, it is understood that the associate members will 
furnish financial support to further the aims and purposes of the association. 

3. Special assessments may be made upon all of the members by majority vote 
of the entire association, whenever the Executive Council deems this to be 
appropriate and necessary. 

4. Initiation fees and monthly dues are subject to change by the majority vote 
of the Executive Council. 
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ARTICLE V 
EVIDENCE OF MEMBERSHIP 


1. Evidence of membership in the association will be indicated by regularly 
issued membership cards, signed by the President and Secretary of the associa- 
tion, identifying the member as well as the company with which he is affiliated 
and stating that the bearer has been approved by the association as a qualified 
life underwriter. 

2. Each member will carry a letter from the association addressed to all Mili- 
tary Commanders, stating that the bearer has been approved as a qualified life 
underwriter and is prepared to advise and assist in all problems pertaining to life 
insurance which may arise. 

3. Whenever a violation of military regulation, directive or instruction has 
been established, both the membership card and letter will be recalled by the 
association and cancelled. 


ARTICLE VI 
EXECUTIVE COUNCIL 


1. The Association will have an Executive Council, which will be comprised of 
all general agents representing the commercial life insurance companies regis- 
tered and recognized by Headquarters, USAREUR and USAFE (if applicable) 
to write life insurance for members of the U. S. Armed Forces stationed within 
the area of the Federal Republic of Germany. 

2. The association will be governed and directed by the Executive Council. 
In the election of officers by the association, only members of the Executive 
Council will be eligible for the office of President, Vice-President, and Secretary- 
Treasurer. In the event that an elected officer vacates his office prior to com- 
pleting his tenure of office, a new officer will be elected by majority vote of the 
Executive Council to serve out the unexpired term. 

3. All matters brought before the association for decision will be decided by 
majority vote of the Executive Council, with the exception of amendments or 
changes to the Constitution or Bylaws which will require a majority vote of 
three-fourths of the entire membership before becoming effective. 

4. A quorum for the conduct of meetings of the Executive Council will consist 
of two-thirds of the membership of the Executive Council. In the event that 
required number of two-thirds membership is not present, no meeting will be held 
but the President may announce a date for the next meeting of the Executive 
Council or the entire membership of the Association. 


ARTICLE VII 
ADMINISTRATION OF ASSOCIATION 


1. The Executive Council will be competent and responsible for preparing and 
recommending the adoption of the Constitution and Bylaws and for prescribing 
the policies and procedures for the administration, control and supervision of the 
European Association of Life Underwriters. 

2. The Executive Council will have exclusive jurisdiction upon the question 
of expelling members from the association and will have full power to expel any 
member or to place him on probation for any period of time and to this end will 
recall the membership card and letter previously issued to the individual. 

3. It shall be the responsibility of the Executive Council to insure complete 
compliance upon the part of every member with both the letter snd spirit of all 
military regulations, directives and instructions pertaining to the solicitation 
of commercial life insurance and particularly with AR 600-101, USAREUR Cireu- 
lar No. 26, as changed. and with AFR 34-21 and USAFE Regulation 34-10, which 
are included herein by reference, as well as all implementing directives. 


ArTICcLe VIIT 


VIOLATION OF REGULATIONS 


1. Any violation of military regulations, directives, or instructions pertaining 
to the solicitation of commercial life insurance, or conduct on the part of any 
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member which reflects discredit upon the association, will be reported immedi- 
ately to the Executive Council through the office of the Executive Secretary or to 
one of the elected officers of the association so that immediate and corrective 
action may be taken without delay. Any member of the association having 
knowledge of a violation, who fails to make an immediate report of the same will 
be placed upon probation and will be subject to any other penalty, including dis- 
missal from the association, which the Executive Council may decide. 

2. For the purpose of investigating reported violations, a committee will be 
appointed by the Executive Council through its elected officers, which will be 
referred to as the Investigating Committee. This committee will be selected from 
among all of the members of the association, including a member of the Execu- 
tive Council who will act as Chairman of the group appointed by the President. 
The committee will be composed of three (3) members appointed by the Presi- 
dent, except that where the alleged violation involves the President, his com- 
pany or one of his agents, then the Vice-President will appoint the Investigating 
Committee who will investigate the charge fully and report the facts and find- 
ings to the Executive Council, which shall take whatever action it deems appro- 
priate. 

38. The Investigating Committee will make a full study of ali the facts in- 
volved in the reported violation. Upon completion of the investigation, the 
committee will report its findings to the Executive Board which body is em- 
powered to approve or disapprove the findings submitted, or to make further 
inquiry into the violation reported and to take whatever action the Council 
may deem appropriate. 


ARTICLE TX 
OFFICES 


1. The association will maintain a principal office at Frankfurt/Main, Ger- 
many, and suboflices wherever deemed necessary by the Executive Council, which 
shall be under the direction and supervision of an Executive Secretary ap- 
pointed by and under contract with the Executive Council. 

2. Every member of the Executive Council will maintain a registered address 
for mailing purposes and will notify the Executive Secretary of this address and 
any subsequent change of address within a period of seven (7) days from the 
date that address is changed. 


ARTICLE X 
MEETINGS 


1. The Executive Council will meet regularly on the last day of each month 
at Frankfurt/Main, Germany, unless otherwise notified in writing by the Presi- 
dent or by the Executive Secretary at the request of the President, or the Vice- 
President in the absence of the President. 

2. Every member of the Executive Council will attend the regularly sched- 
uled meetings as well as any special meetings called by the President. In the 
event that any member of the Executive Council anticipates absence from a 
meeting, he shall notify the President of this fact at least five (5) days prior 
to the date of a regularly scheduled meeting and within 24 hours of a special 
meeting and be excused from attendance. Absence in succession from three 
(3) regularly scheduled meetings by a member of the Executive Council shall 
be taken as resignation from membership in the association unless reasonable 
eause for the absence exists and notice of this fact is made in writing to the 
President. 

‘8. Special meetings of the association and/or the Executive Council may be 
called by the President. Whenever a special meeting is called, written notice 
of same will be given to each member at his registered address, at least three 
(3) days prior to the date scheduled for the meeting. 

4. For the purpose of all meetings, a quorum of the Executive Council shall 
be composed of two-thirds of the members of the Council which shall include 
two (2) of the officers duly elected. 
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ARTICLE XI 
COM MITTEES 


The association will have regular standing committees for (a) Membership; 
(b) Investigations; (c) Publicity; (d) Finance; and (e) Special Activities. 


BYLAWS 
Section I—General 
ARTICLE I 


AIM OF THE ASSOCIATION 


The European Association of Life Underwriters has a twofold purpose: (1) 
To service the life insurance needs of the members of the U. 8. Armed Forces 
in a manner which will reflect credit upon the association and the profession 
of life underwriters; and (2) to assist Military Commanders in the control and 
regulation of commercial life insurance solicitation. 


ARTICLE II 
INCOME AND EXPENDITURES 


1. Income and expenditures will be the exclusive responsibility of the Executive 
Council. 

2. Sources of income will be from membership initiation fees, monthly mem- 
bership dues and from special assessments set by decision of the Executive 
Council upon majority vote of those present at the meeting. 

3. Expenditures for operating expenses and for advertising directed to gain 
the contidence of military personnel will be made upon motion and vote of the 
members of the Executive Council present at the meeting. 


Section II—Evrecutive Council 
ARTICLE III 


1. Control, supervision, and direction of the European Association of Life 
Underwriters is vested in an Executive Council composed of general agents 
representing commercial life insurance companies registered with and recog- 
nized by Headquarters, USAREUR and USAF (if applicable) to write life 
insurance for U. S. Armed Forces personnel stationed within the area of the 
Federal Republic of Germany. Each general agent representing a registered: 
and recognized life insurance company, referred to above, will, upon proof of 
eligibility, become a member of the Executive Council with full voting rights, 

2. It is the duty and obligation of all members of the Executive Council to 
report to the Executive Secretary or to one of the elected officers, any violation 
of these Articles. 


ARTICLE IV 
DUTIES OF THE EXECUTIVE COUNCIL 


The duties and the functions of the Executive Council are: 

A. To insure that all military regulations, directives, and instructions relating 
to the solicitation of commercial life insurance are complied with. 

B. To receive and act upon reports of any violation of military regulations, 
directives, and instructions relating to the solicitation of commercial life 
insurance, 

Cc. To conduct hearings on reported violations of military regulations, direc- 
tives, or instructions relating to the solicitation of commercial life insurance 
or of these Articles of Association and Bylaws, where a member of this asso- 
ciation is involved, and to make a final ruling on the basis of all the facts 
disclosed. 

D. To summon any member of the association who may have knowledge of 
the alleged violation to attend the hearing. Failure to attend when notified, 
unless good cause is shown for the absence, will be grounds for dismissal from 
membership. 
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Ek. To remove from the membership rolls any person whose conduct reflects 
discredit upon the association. Where violations of military regulations, direc- 
tives, and instructions are established, to dismiss the violator from membership 
and to make a complete report to Headquarters, JUSAREUR and USAF on the 
action taken. 

IF. To investigate the background and pass upen the qualifications of each 
general agent applying for membership in the association. To investigate the 
background and pass upon the qualifications and eligibility ORevery agent apply- 
ing for membership. 

G. To deny membership to any general agent or soliciting agent not affiliated 
with a commercial life insurance company registered with and recognized by 
Headquarters, USAREUR and USAFE (if applicable) or who is otherwise con- 
sidered to be either ineligible or undesirable for membership in the association 
for good cause shown. 

H. To control the individual agents and to assume full and complete responsi- 
bility for their conduct in contacts with military personnel. Under present mili- 
tary regulations there is no logistic support available for representatives of life 
insurance companies, but they are required to live fully on the German Economy, 
as any other private American businessman, Specifically, they are not permitted 
the use of Military Payment Certificates, or Script; and are forbidden the use 
of any military facility such as Post Exchanges, Snack Bars, Officers Club, 
Enlisted Mens Clubs (except as bona fide guests of authorized personnel), Quar- 
termaster gasoline or supplies of any nature. If the agent, or the general agent, 
is a Retired or Reserve Officer of any of the U. S. Armed Services, he is specifi- 
cally forbidden to use any AGO ecard, or ID card in order to gain admittance, for 
the purpose of conducting commercial life insurance, since no discrimination of 
any nature will be permitted. Under no circumstances is any life insurance 
representative permitted the use of any automobile carrying C Plate license, 
regardless of who the owner of the car may be. Ample facilities for international 
licensing of private automobiles are available, 

I. To insure that individual appointments are made in accordance with the 
letter and spirit of military regulations, directives and instructiones controlling 
the solicitation of commercial life insurance. 

J. To insure that all sales will be made upon an individual basis and that no 
attempts will be made to sell to groups. No formations of personnel to facilitate 
the sale of commercial life insurance will be required or permitted. Commercial 
life insurance agents will not be utilized for talks on insurance or government 
benefits. No financial benefit or other valuable consideration will be offered (or 
accepted by) military or civilian personnel by representatives of commercial life 
insurance companies to facilitate life insurance transactions. This does not 
include advertising material, such as pens, pencils, wallets, notebooks, etce., 
normally with a value of less than one dollar. 

K. To devise a written examination for agents applying for membership, who 
are otherwise eligible, which examination will require knowledge of all impor- 
tant problems facing members of the military and their dependents in obtaining 
commercial life insurance, as well as knowledge of all regulations and directives 
controlling the solicitation of life insurance. All charter members of this Euro- 
pean Association of Life Underwriters will complete this examination within 
thirty (30) days of effective date of this Association, otherwise will be dropped 
from membership. To submit a copy of this written examination to Head- 
quarters, USARBUR and USAFE. 

L. To bring to the attention of all members, all of the regulations and directives 
issued by Headquarters, USAREUR and USAFE, as well as all directives pub- 
lished by the Commanding Officer of a military installation whether it be Army, 
Air Force or Navy. 

M. To supervise the proper and correct method of obtaining clearance for 
soliciting life insurance, beginning with the area or geographical clearance and 
continuing along the chain of command until the unit level is reached and cleared. 

N. To maintain a file on the area where each agent is assigned and to prevent 
an agent from working in an area to which he is not assigned. 

©, All advertising relating to life insurance will be in good taste and will 
conform to accepted standards of institutional advertising of the life insurance 
business. 


. 
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ARTICLE V 
OFFICERS OF THE ASSOCIATION 


Officers of the association will include: (a) President; (b) Vice-President ; and 
(c) Secretary-Treasurer ; and will be elected by majority vote of the entire asso- 
ciate body from among the membership of the Executive Council to serve for a 
period of six (6) months from the date of their election. 

A. President of the association will preside at all regular and special meetings. 
He will represent the association in its contacts with the military and upon occa- 
sion may delegate this assignment to any other officer or member of the Executive 
Council. He will have a vote on all matters brought before the association 
through the Executive Council. In the event of a tie vote, when voting is being 
conducted by members of the association or the Executive Council, he will 
determine the final ruling of the case involved. 

B. Vice-President of the association will, in the absence of the President, 
assume and exercise all the duties of the President. He will have to vote on all 
matters brought before the association through the Executive Council. He will be 
the chairman and a member of the Membership Committee. 

C. Secretary-Treasurer of the association will, in the absence of both the 
President and Vice-President, appoint a member of the Executive Council present 
to act as President for the time of the meeting. He will attend each meeting of 
the association and/or the Executive Council and will make a record of the 
business accomplished at such meetings. He will be a member of the Executive 
Council and will have a vote on all matters brought before the Council. He will 
transcribe a record of each meeting and forward copies to Headquarters request- 
ing a copy of the same. 

1. Secretary-Treasurer will accomplish all correspondence for the association 
which the President or the Executive Council deems necessary. 

2. Secretary-Treasurer will notify all members of their admission to the asso- 
ciation and will furnish membership cards thereto. 

3. Secretary-Treasurer will be responsible for all funds and property of the 
association. 

4. Secretary-Treasurer will be responsible for the receipt, deposit and disburse- 
ment of all association funds including initiation fees and special assessments. 

5. Secretary-Treasurer will furnish a monthly financial statement on the last 
day of each month for presentation to the Executive Council at the regular 
monthly meeting. af 

D. Executive Secretary will be appointed by formal letter of appointment 
signed by the President of the Association. He will be a Council member with 
full voting privileges. He will make a record of minutes of each meeting and 
will arrange to have copies of the same forwarded to Headquarters, USAREUR 
and USAFE. 

1. Executive Secretary will perform all administrative duties assigned by the 
Secretary-Treasurer, incidental to the business of the European Association of 
Life Underwriters. He will prepare all of the correspondence of the association 
and will arrange for the issuance of membership cards and letters of identifica- 
tion to members of the association. 

2. Executive Secretary will arrange appointments with the Military Com- 
manders and will accompany the officers of the association to official meetings 
with representatives of the military. 

83. Executive Secretary will arrange for the receipt, deposit, and disbursements 
of all association funds under the supervision of the Secretary-Treasurer. He 
will arrange all the press releases and advertising of the association, which will 
be discreet and in good taste for the general benefit of the association and all of 
the members. 

4. Executive Secretary will maintain the records and documents of the asso- 
ciation. He will maintain an office at Frankfurt/Main, Germany, for this 
purpose. He will make available all of the association’s records for inspection by 
members of the Executive Council and representatives of the Commanding 
Officers of Headquarters, USAREUR and USAFE. 

5. Executive Secretary will maintain a file indicating the areas where each 
individual agent is assigned and working. He will report any agent working 
in an area to which he is not assigned. 

6. Executive Secretary will receive a monthly salary from the members of the 
Executive Council representing the commercial life insurance companies which 
are admitted as associate members of the association and which have been regis- 
tered with and recognized by Headquarters, USAREUR and USAFE to write life 
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insurance for members of the U. S. Armed Forces stationed in the area of the 
Federal Republic of Germany. 


Section 11I—Rules of Conduct 
ARTICLE VI 
CANONS OF PROFESSIONAL ETHICS 


Every member of the association will comply with the following Canons of 
Professional Ethies : 

“1. To hold the conduct of our business in the highest esteem and to conduct 
ourselves in a manner which will insure the confidence of the public in our 
integrity and honor. 

“2. To properly present to each prospective client his need for commercial 
life insurance in a manner which will comply strictly with the spirit and the 
letter of existing military regulations and recognized good insurance practice. 

“3. To be honest and fair in all relations with our colleagues and competitors 
so that the interest of our clients shall be protected ; realizing at all times that 
the investments of prospective clients in their existing policies are to be 
preserved. 

“4. To obey the laws of the community in which we are now living and to 
act in a manner becoming a gentleman and citizen of the United States of 
America. 

“5. To keep ourselves fully informed of all of the provisions of U. S. Govern- 
ment Life Insurance, National Service Life Insurance, and the Servicemen’s 
Indemnity Act of 1951 as it may be amended or changed. The advice of every 
meinber of this association, with regard to these particular matters, will be 
extended to all insurance officers and unit officers as well as prospective clients.” 


ARTICLE VIT 
MEMBERSHIP PLEDGE 


tach member of the European Association of Life Underwriters will sign 
the following statement before his application for membership will be accepted : 
“T hereby promise and agree to abide by all of the rules, regulations, 
and bylaws of the Eurepean Association of Life Underwriters. I further 
understand that any violation of the rules, regulations, and bylaws here 
referred to will be sufficient cause for my dismissal from this association 
without the need of further action being taken. In the event of dismissal, 
I agree to return my membership card and letter issued by the association, 
and I also agree to relieve the association from all liability and respon- 
sibility whatsoever. I have read and fully understand this statement.” 
(This declaration shall be kept in the files of the Executive Secretary.) 


ARTICLE VIII 
RULES OF MEMBERSHIP 


1. Every general agent will have a minimum of one year’s experience in 
commercial life insurance and will have a satisfactory background in business; 
indicating proven ability to handle men and to manage a business successfully. 

2. The association, through its Executive Council, reserves the right to with- 
hold approval of any proposed general agent of a commercial life-insurance 
company, at its own discretion and regardless of the question of experience or 
past employment. 

3. Every general agent will complete successfully a written examination upon 
commercial life-insurance problems; a copy of this examination will be submitted 
to Headquarters, USAREUR and USAFE for information. 

4. Every general agent will be responsible for the conduct of his representa- 
tives, which will comprise not more than six (6) active soliciting agents for 
each commercial life-insurance company which he represents. Each company 
represented will have been registered and recognized by Headquarters, 

ISAREUR and USAFE (if applicable), and in addition have been accepted as a 
member of this association. 

5. The general agent of each company will as a member of the Executive 
Council submit a list of his soliciting agents together with the area to which each 
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is assigned. A copy of all lists submitted will be maintained in the files of the 
Executive Secretary. Each area assigned will correspond to Command bound- 
aries, wherever this is possible and there will be no overlapping of areas. In 
the event that a soliciting agent is assigned to an area other than that which 
appears in the files of the Executive Secretary, the Association through the 
Executive Council will be notified in writing and prior approval granted before 
the actual transfer is accomplished. 

6. Every general agent is responsible directly to the association for the conduct 
and activities of his soliciting agents and will take whatever action is directed 
by the President and/or the Executive Council concerning violations of existing 
military regulations and directives. Failure to carry out the orders of the 
President and/or the Executive Council in these matters may result in dismissal 
from the association or any other action as the Council may direct. 

7. A general agent, member of the Executive Council will not represent more 
than two (2) commercial life insurance companies at any one time. Every 
company represented must be a bona fide company actually doing business in the 
area under the jurisdiction of Headquarters, USAREUR and USAFE (if appli- 
cable). 

ARTICLE IX 


QUALIFICATIONS 


1. Every member of the association will be a qualified life insurance under- 
writer possessing a duly issued and valid license to solicit commercial life insur- 
ance and will comply with all of the prerequisites set forth in AR 600-101, as 
amended or changed, and with USAREUR Circular No, 26, as changed, as well as 
the prerequisites set forth in AFR 34-21 and USAFE Regulation 34-10, or any 
other regulations or directives concerning the solicitation and sale of life insur- 
ance issued by the military authorities. 

2. Every soliciting agent, member of the association, will complete success- 
fully a strict written examination upon problems of commercial life insurance ; 
a copy of this examination will be submitted to Headquarters, USAREUR and 
USAFE for information. 

3. Each soliciting agent, member of this association, will not represent more 
than two (2) commercial life insurance companies at any one time, and then 
only upon written approval of each general agent concerned. 


ARTICLE X 
UNEXPENDED FUNDS 


Upon discontinuance of the association, the monetary balance remaining in 
the association fund will be transferred to the persons and companies contribut- 
ing to the association on an equitable pro rata basis to be determined by the 
Executive Council. 

ARTICLE XI 


MEETINGS 


1. A quorum shall consist of two-thirds of all members of the Executive Council 
in good standing at the time scheduled for the meeting. A meeting shall be 
considered as having been duly announced upon notification in writing, dis- 
patched to the registered address of the member. 

2. This Constitution and Bylaws have been ratified and adopted by unanimous 
vote of association members present at a regular meeting of the European Asso- 
ciation of Life Underwriters held on 27 February 1953. 

IN WITNESS to the above Constitution and Bylaws, we, the officers and 
active members of the European Association of Life Underwriters hereby affix 
our signatures in approval of this 27th day of February 1953, at Frankfurt/ 
Main, Germany. 

W. M. BARTLETT, 
Vice President. 
FrANK D. SmMuIN, 
President. 
Watter W. O’HAatrre, 
Secretary-Treasurer, 
European Association of Life Underwriters, Frankfurt/Main, Germany, 
Zeil 86. 
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Tas B 


HEADQUARTERS, 
Untrep States ARMY, EUROPE, 
OFFICE OF THE CHIEF OF STAFF, 
APO 403, 14 August 1953. 
EUROPEAN ASSOCIATION OF LIFE UNDERWRITERS, 
Ziel 86, Frankfurt/Main, Germany. 

GENTLEMEN: Reference is made to your letter dated 5 March 1953 outlining 
the organization and purpose of your Association and requesting that member- 
ship therein become a prerequisite to engagement in solicitation of commer- 
cial life insurance in the United States areas of responsibility in Germany. 

At the outset you are to be congratulated for your considerable efforts to 
increase the prestige and respect for the business of life insurance within this 
command, and it is hoped that your Association will function in an aggressive 
and forceful manner to insure the conduct of life-insurance solicitation on the 
highest ethical and professional plane. 

Your request has been given serious study and consideration with the re- 
sultant conclusion that it would be an improper delegation of military com- 
mand responsibilities to accede thereto in the exact manner proposed since 
your Association has no official military status. It is believed, however, that 
this headquarters may properly entertain your Association’s recommendations 
concerning prospective agents’ applications inasmuch as the standards of ethical 
and professional qualifications set for your members in your constitution and 
bylaws are considered adequate by this headquarters. 

In connection with the foregoing, your attention is invited to the attached 
copy of the recently published circular on “Commercial Life Insurance” and par- 
ticularly to paragraph 8 thereof wherein each general and solicitating agent is 
required to possess, inter alia, “evidence of adequate professional qualifications 
to engage in the sale and service of life insurance.” It is felt that your Associa- 
tion can render material assistance to this headquarters concerning this par- 
ticular requirement in the screening of prospective agents according to the stand- 
ards prescribed for your members. Accordingly, for these prospective agents 
who are or seek to become members of your Association, and for those other 
prospective agents who voluntarily submit their qualifications for examination 
thereby, it is requested that your Association undertake to determine in each 
case the possession of the qualifications required in paragraph 8b (1), (2), and 
(3) of the attached circular. In this connection, you are advised that while 
the Association adheres to the standards and principles under which it was 
organized, membership in the Association will be deemed prima facie evidence 
of the possession of adequate professional and ethical qualifications. In lieu of 
such membership, possession of these qualifications by prospective agents may 
be evidenced by a letter from the Association to the effect that the individual 
is considered to meet the professional and ethical standards required of Associa- 
tion members. 

Your cooperation and assistance with respect to this matter will be greatly 
appreciated. 

Very truly yours, 
(s) Epwarp J. O’NEIIL, 
Brig Gen, GS, 
Deputy Chief of Staff for Administration. 
1 Inel.: Circular. 
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HEADQUARTERS, 
Untrep States ARMY, 
APO 403, 10 June 1954. 
AG 019/a GPA 


Great NokrHWEstT Lire INSURANCE COMPANY, 
Spokane, Washington. 

GENTLEMEN: At the request of Mr. Stuart W. Reichstein, who it is understood 
will represent your company within this command, the following information is 
submitted. 

The European Association of Life Underwriters came into existence on 27 
February 1953 upon the ratification and adoption of a Constitution and Bylaws 
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by the representatives of life-insurance companies doing business in Germany at 
that time. 

Two vitally needed functions or remedies, somewhat peculiar to this overseas 
command, are incorporated in the above document, to wit: (1) That the purpose 
of the Association is to service the life-insurance needs of the members of the 
US Armed Forces in a manner which will reflect credit upon the Association 
and the profession of life underwriters, and (2) to assist military commanders 
in the control and regulation of commercial life-insurance solicitation. In 
furtherance of these purposes and needed remedies, several Articles under Sec- 
tion III of the Bylaws set forth rules of conduct, canons, and standards of 
professional ethics to be upheld by the Association. 

Need for the above remedies was indicated by the intolerable situations created 
by many past unethical practices. 

The value of an institution such as the European Association of Life Under- 
writers to insure the adoption and execution of these remedies has been recog- 
nized by this headquarters, especially since there are no other responsible 
agencies, either governmental or private, to handle them. 

Further, positive results in furtherance of the above remedies have been ac- 
complished by the Association in several recent cases. 

The status of the Association with this headquarters is one of close relation- 
ship established through its own Constitution and Bylaws. As indicated therein, 
any commercial life-insurance company registered with and recognized by this 
headquarters as eligible to write life insurance for members of the US Forces 
in Germany is eligible for Associate Membership. Such members are not 
required to pay initiation fees or monthly dues. However, it is understood that 
the Associate Members will furnish financial support to further the aims and 
purposes of the Association. 

Since each general and soliciting agent is required to show evidence of ade- 
quate professional qualifications to engage in the sale and service of life in- 
surance, it is felt that material assistance is rendered, both to insurance com- 
panies doing business here and to this headquarters concerning this particular 
requirement, in the screening of prospective agents according to the standards 
prescribed by the Association for its members. Accordingly, for all prospective 
agents, whether members, prospective members or otherwise, who have volun- 
tarily submitted their qualifications to this headquarters for evaluation, the 
Association has thus far been requested to undertake to determine in each case 
the possession of the qualifications required by this headquarters. The written 
examination given by the Association for this purpose is deemed to be a sound 
procedure and a fair test of professional knowledge by all agents and others 
concerned. 

Sincerely, 
(s) Rosert V. Rogserts, 
Major, AGC, 
Asst. Adjutant Gen. 
1 Incl: Const & Bylaws, EAOLU. 
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J. CARROLL, 
COUNSELOR AT LAW, 
Frankfurt/Main, 11 June 1954. 
COMMANDING GENERAL, USAREUR. 
(Attn.: G-L.) 

Dear Str: Undersigned has been engaged to represent Great Northwest Life 
Insurance Company, Spokane, Washington. Under date of 18 May 54 this com- 
pany terminated its General Agent’s Contract with Mr. A. L. McAlester, whose 
address is Schliessfach 954, Stuttgart, Germany, and appointed Mr. Stuart W. 
Reichstein, whose address is Bross Strasse 5, Frankfurt/Main, Germany, its 
General Agent in his place and stead. Photostatic copies of the termination of 
Mr. McAlester’s General Agent’s Contract and the appointment of Mr. Reichstein 
are enclosed herewith as enclosures A and B, respectively. 

Undersigned respectfully requests a properly certified copy of the letter of 
registration and recognition of the Great Northwest Life Insurance Company 
previously issued by your Headquarters in accordance with the provisions of 
*aragraph 5, USAREUR Circular No. 26. 
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Enclosed herewith is the application of Mr. Stuart W. Reichstein for a letter 
of clearance as General Agent for the Great Northwest Life Insurance Company, 
pursuant to the Provisions of Paragraph 8 of USAREUR Circular No. 26, together 
with the required supporting documents. 

In view of the fact that Mr. Stuart W. Reichstein is presently the sole repre- 
sentative of the Great Northwest Life Insurance Company in this area it is 
important that this letter of clearance be issued as expeditiously as possible, and 
your cooperation to this end will be greatly appreciated. 

Very truly yours, 
(S) Earv J. 

Encl.: EJC/gk 


HEADQUARTERS, 
UnNIrep States Army, EvROPE, 
APO 403, 23 June 1954. 
Mr. Earv J. 
Counselor at Law, 
24 Rheinstrasse, Frankfurt/Main, Germany. 

Dear Sir: Receipt of your letter of 11 June 1954 pertaining to the Great 
Northwest Life Insurance Company and Mr. Stuart W. Reichstein is acknowl- 
edged. 

Enclosed herewith is a certified copy of the letter of registration issued to the 
Great Northwest Life Insurance Company, as you requested. 

No further action can be taken toward granting a letter of clearance to Mr. 
Reichstein, as the general agent for the Great Northwest Life Insurance Com- 
pany, until the provisions of paragraph 8a, USAREUR Circular No. 26, as 
changed, are complied with. The provisions thereof are: 

“Sa. A letter of clearance from this headquarters in the form shown in Annex 
B may be granted to qualified and approved agents, provided they agree to adhere 
to the rules of solicitation contained in paragraph 9 and provided they possess 
all of the following: 

“*(a) A notarized letter signed by an authorized official of a company which 
has been issued a letter in the form shown in Annex A (Letter of Registration) 
indicating the agent is authorized to act as general agent for that company, and 
that the company assumes full responsibility for the action of its agents. 

“*(b) A valid license to solicit insurance in a state in the United States or the 
District of Columbia. 

“*(e) Evidence of adequate professional and ethical qualifications to engage in 
the sale and service of life insurance.’ ” 

Sincerely, 
(S) R. L. Burcu, 
Capt., ACC, Asst. Adj. Gen. 

1 Incl: Cy ltr regis, 8 Oct 53, GNW Life Ins. 


J. CounseLor at Law, Russ SAN FRANCISCO 


FRANKFURT/MAIN, 18 June 1954. 


COMMANDING GENERAL, 
United States Army Europe, 
M. Hoce, 
Heidelberg, Germany. 

Dear Str: By letter dated 11 June 1954 application was made to you for 
a letter of clearance for Mr. Stuart W. Reichstein as General Agent for the Great 
Northwest Life Insurance Company of Spokane, Washington, for this territory. 

Te date no reply to this letter has been received. However, a copy of a 
letter sent by your Headquarters, dated 10 June 1954, to the Great North- 
west Life Insurance Company of Spokane, Washington, has been forwarded 
to me for reply. Contrary to the opening paragraph thereof Mr. Stuart W. 
Reichstein advises me that he did not request the information therein sub- 
mitted. Instead, Mr. Reichstein advises me that he personally appeared at 
your Headquarters where he was told by Lt. Col. Lewis V. Smith that a 
letter of recommendation from the European Association of Life Underwriters 


SALES OF COMMERCIAL LIFE INSURANCE 251 


was a prerequisite to the issuance of a letter of clearance by your Headquarters 
for himself as general agent of the Great Northwest Life Insurance Company. 
Inasmuch as no such requirement is contained in either USAREUR Circular No. 
26 or Army Regulation 600-101, Mr. Reichstein requested Lt. Col. Smith to 
confirm this requirement in writing, that he might present the same to the Great 
Northwest Life Insurance Company. 

Although Lt. Col. Smith agreed to send a written confirmation of this re- 
quirement none has so far been received by either the Great Northwest Life 
Insurance Company or its general agent Mr. Reichstein. The only letter re- 
ceived to date is that from your Headquarters, dated 10 June 1954, over 
the signature of a Major Robert V. Roberts. This letter does not state that 
membership or affiliation with the European Association of Life Underwrit- 
ers is a condition precedent to obtaining a letter of clearance from your Head- 
quarters. As can be seen from the enclosed copy thereof it is mostly a “sales 
talk” devoted to extolling the purported virtues of this Association. 

This written confirmation was requested because the Great Northwest Life 
Insurance Company is not desirous of becoming affiliated with the European 
Association of Life Underwriters, an unincorporated association, for numer- 
ous reasons which it considers valid. Among these reasons are the following: 

1. For approximately one year the Great Northwest Life Insurance Com- 
pany through its former General Agent, A. L. McAlester, was a member of 
this Association. It appears that this Association collects approximately $100 
per month from each of some 25 companies, aggregating some $2,500 monthly, 
all of which funds are reportedly turned over to an individual by the name 
of Walter O’Haire, who styles himself Executive Secretary of the said Asso- 
ciation. No financial statement is published by this Association and the re- 
quest of an authorized representative of the Great Northwest Life Insur- 
ance Company for a statement of account of these funds was refused by 
Mr. O’Haire. This method of handling the funds is in contravention of Arti- 
cle 2 of the Constitution and By-Laws of this Association which provides 
in paragraph thereof as follows: “income and expenditures will be the ex- 
clusive responsibility of the Executive Council.” 

2. The Constitution and Bylaws of this Association provide for no fixed 
fes or monthly membership dues, but merely state in Paragraph 2 of Arti- 
cle 2 thereof: “sources of income will be from membership initiation fees, 
monthly membership dues and from special assessments set by decision of 
the Executive Council upon majority vote of those present at the meeting.” 

This Association is in effect a copartnership and this provision subjects the 
members of that Association to an unlimited assessment liability. 

The Great Northwest Life Insurance Company is organized under the strict 
insurance code of the State of Washington and possesses assets far in ex- 
cess of most of the other members of this Association. The Great North- 
west Life Insurance Company deems the obligation of such unlimited assess- 
ment violative of both the pertinent laws of the State of Washington and con- 
trary to sound business practice, particularly in view of the loose manner in 
which the financial affairs of this Association have been conducted in the 
past and its failure to make proper accounting for those funds heretofore 
entrusted to it. It is further unwilling to subject itself to such an unlimited 
assessment liability which pursuant to the provisions of Paragraph 3 of Arti- 
cle 2 of the Constitution and Bylaws of this Association may: “* * * be made 
upon motion and vote of the members of the Executive Council present at 
the meeting. 

3. The membership of this Association consists principally of life insur- 
ance companies organized under the laws of the State of Texas, which laws 
are notoriously inadequate for the maintenance of proper reserves, practices 
and procedures of life-insurance companies organized and established under 
the far stricter requirements of the laws of other States, such as the State 
of Washington. The Great Northwest Life Insurance Company is unwilling 
to affiliate itself with most of those life-insurance companies presently con- 
stituting the bulk of the membership of this Association. 

Nothing contained in either the Army Regulation No. 600-101 or USAREUR 
Circular No, 26, dated 1 August 1953, requires any reputable life insurance com- 
pany to become affiliated with the European Association of Life Underwriters. 

The statement in the last paragraph of the letter from your Headquarters, 
dated 10 June 1954, to the effect that the professional qualifications of each 
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general and soliciting agent is somehow bolstered by the written recommenda- 
tion of this Association or by the assertion that such Association conducts some 
type of written examination is both mystifying and misleading. The adequacy 
of professional qualification and the responsibility therefor is completely cov- 
ered by the provisions of both Army Regulation No. 600-101 in Paragraph 2 
thereof which in pertinent part provides: 

“Any commercial life insurance company and its agents, if both are duly li- 
censed in any State or in the District of Columbia, will be permitted to solicit 
business on any Army installations, exclusive jurisdiction over which has been 
ceded to the United States.” 

Paragraph 3c thereof further provides: 

“Agents applying for permission to solicit will be required to furnish a no- 
tarized letter, signed by an authorized official of the company, indicating that 
the agent is authorized to solicit for that company, and that the company as- 
sumes full responsibility for the actions of its agents.” 

USAREUR Circular No. 26, change No. 1, dated 21 August 1953, provides in 
Paragraph 4 for the substitution of Paragraph Sa of that circular the following: 

“A notarized letter signed by an authorized official of a company which has 
been issued a letter in the form shown in Annex A indicating the agent is author- 
ized to solicit (or act as general agent) for that company, and that the com- 
juny assumes full responsibility for the action of its agents.” 

The laws of the State licensing the agent or general agent provide for exam- 
inations far more thorough and extensive than any such examinations given by 
this wholly voluntary Association. The issuance of a license to an agent or 
general agent by the insurance commissioner of the State is legal evidence of 
the competency of such agent or general agent. 

In addition to holding such a State license, Mr. Reichstein presently possesses 
a letter of Clearance from your Headquarters as the agent for another Company 
which he has satisfactorily represented in this area for the past two years. 

The Great Northwest Life Insurance Company assigns as an additional reason 
for its lack of willingness to afliliate itself with the European Association of 
Life Underwriters some highly questionable practices in which this Association 
reportedly has indulged in the licensing of agents in this territory. It has 
heen reported that this Association has been the instrumentality through which 
numbers of persons have secured licenses as insurance agents from States in 
which they do not and have not resided, contrary to the laws of those States. 

The Great Northwest Life Insurance Company of Spokane, Washington, is a 
company organized and maintained under the laws of the State of Washington. 
It is also admitted and complies with the laws of the States of California, Idaho, 
Montana, Oregon, Utah, Washington, and Hawaii. It is a stock company more 
than a quarter of a century old. Its assets exceed those of the combined assets 
of most of the Texas companies constituting the bulk of the membership of the 
Muropean Association of Life Underwriters. Best’s Life Insurance Reports, the 
recognized insurance authority for more than 50 years, gives the company an 
excellent rating and has the following to say about its financial condition and 
business management: 

“The results achieved by the company are above the average for the business. 
In our opinion it has ample margins for contingencies. Upon the foregoing 
analysis of its present position we recommend this company.” 

For the above and other reasons which it considers good and sufficient, the 
Creat Northwest Life Insurance Company does not desire to affiliate itself with 
the European Association of Life Underwriters. I have therefore been directed 
to specifically inquire of you as to whether or not you require either member- 
ship in, or affiliation with, the European Association of Life Underwriters as a 
condition precedent to the issuance of a letter of clearance for the Great North- 
west Life Insurance Company and its General Agent Stuart W. Reichstein. In 
view of the fact that this company has a general agent now in this territory and 
has gone to considerable expense in putting itself in a position to extend its 
services to military personnel, each day delay in the procedurement of the 
necessary letters of clearance is costly. Your immediate reply will be greatly 
appreciated. 

Yours very truly, 
(s) J. 


EJC/gk. 
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Ear_ J. CARROLL, COUNSELOR AT LAW, Russ BurLpine, SAN FRANCISCO 


FRANKFURT/MAIN, 26 June 1954. 
Re Great Northwest Life Ins. Co., Stuart W. Reichstein, General Agent. 


COMMANDING GENERAL 
UNITED STATES ARMY EUROPE. 
Heidelberg, Germany. 
(Attn: Lt Col Lewis V. Smith, GS.) 


Dear Sir: On June 11, and again on June 18, 1954, I wrote you respecting the 
above entitled matter. 

On June 25 your response of June 23d was received. 

The inquiry contained in my letter of June 18, 1954, which remains unanswered 

was as follows: 
“whether or not you require membership in, or affiliation with the European 
Association of Life Underwriters as a condition precedent to the issuance of a 
letter of clearance for the Great Northwest Life Insurance Company and its 
General Agent Stuart W. Reichstein.” 

It was therefore that I telephoned your Headquarters and was advised through 
Lt. Col. Lewis V. Smith that Mr. Reichstein must attempt to secure a letter 
from the European Association of Life Underwriters certifying to his quali- 
fications. 

Your office has already certified to his qualifications. Your office has also 
certified that the Great Northwest Life Insurance Company is authorized to 
write insurance in this command. 

The inference contained in your letter of 23 June 1954 that Mr. Reichstein has 
not complied with the provisions of par. 8 of USAREUR Circular 26, as changed, 
is not based on fact. 

The Great Northwest Life Insurance Company’s letter, dated May 18, 1954, a 
copy of which is attached, shows that there has been full compliance with the 
circular. However, in order to avoid quibbling over matters which appear to be 
designed to prevent Mr. Reichstein and his Company from doing business in this 
command, the Great Northwest Life Insurance Company has been requested to 
forward another letter stating that they “assume full responsibility for the 
actions of Mr. Reichstein.” 

However, if the objections of your office are designed to compel either this 
Insurance Company or its agent to join a particularly favored organization and 
to pay tribute thereto, the reasons for their refusal to do so have been set forth 
in my letter of June 18. 

Unless appropriate authorization is given to Mr. Reichstein within a reason- 
able time after your receipt of the letter referred to hereinabove, this matter 
will be referred to the Secretary of the Army and Chairman of the Armed 
Services Committee for such action on their part as the circumstances warrant. 

I would therefore appreciate hearing from you as to whether or not the letter 
of clearance for Mr. Reichstein will be issued upon receipt by you of the letter 
hereinabove referred to. 

Very truly yours, 


Encl.: EJC/gk. 


(s) Bart J. CARROLL. 


May 18, 1954. 
HEADQUARTERS, UNITED STATES ARMY, EUROPE, 
Heidelberg, Germany. 
(Attention Insurance Officer.) 

Dear Str: This will advise you that Mr. Stuart M. Reichstein is under con- 
tract as General Agent with this Company as an authorized soliciting life insur- 
ance agent. 

Mr. Reichstein’s appointment complies with all regulations relating to com- 
mercial life insurance, and in particular with the provisions of paragraph 8, 
USAREUR Circular No. 26, as amended, governing the sale of commercial life 
insurance. 
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It is respectfully requested that our agent be authorized to solicit life insur- 
ance in the area controlled by your Military Headquarters. 
Yours very truly, 
(s) Samuert P. WEAVER, 


President. 
SWP: sh 
Sworn and subscribed to before me this 18th day of May A. D. 1954. 
[SEAL] (s) P. WEAVER, 


Notary Public in and for the State 
of Washington, residing at Spokane. 


HEADQUARTERS, UNITED STATES ARMY, EUROPE, 
APO 403, 14 July 1954. 
AG 019/a GPA 


Mr. J, CARROLL 
Counselor at Law, 24 Rheinstrasse, Frankfurt/Main, Germany. 

Dear Mr. Carroii: Receipt is acknowledged of your letter dated 26 June 1954, 
in which you inquire “whether or not you require membership in, or affiliation 
with the European Association of Life Underwriters as a condition precedent to 
the issuance of a letter of clearance for the Great Northwest Life Insurance 
Company and its General Agent Stuart W. Reichstein.” 

This headquarters does not require that prospective insurance company repre- 
sentatives be approved by the European Association of Life Underwriters as a 
condition precedent to the issuance of a letter of clearance. As you have observed 
in your earlier letter of 18 June 1954, neither USAREUR Circular 26 nor Army 
Regulations 600-101 impose such requirement. 

You are accordingly notified that upon receipt of reasonably conclusive evi- 
dence of Mr. Reichstein’s professional and ethical qualifications as a general 
agent, this headquarters will determine whether he will be given a letter of 
clearance. The qualifications required by this headquarters for general agents 
and soliciting agents are set forth in paragraph 8, USAREUR Circular 26, dated 
1 August 1953, as changed. 

Sincerely, 
(s) Expon M. 
CWwoO, USA, 
Assistant Adj. Gen. 


Tas E 


HEADQUARTERS 
UNITED States ARMY, EUROPE, 
APO 403, 23 July 1954. 
AG 201 GPA 


Subject: Information Re: Stuart W. Reichstein. 
To: Commander in Chief, United States Air Forces, Europe, APO 633, US Air 

Force. 

1. Mr. Stuart W. Reichstein, now under contract with the Great Northwest 
Life Insurance Company of Spokane, Washington, has requested authorization 
from this headquarters to represent his company as its general agent in Germany. 

2. In considering this request, information concerning his business ethics and 
background is desired. 

8. It is understood that your headquarters has recent information obtained 
through investigations conducted by the IG of your headquarters and the IG 
for Headquarters Twelfth Air Force, regarding the business ethics of Mr. Reich- 
stein, with whom certain of your units or officers have conducted transactions 
pertaining to the purchase and servicing of slot machines used in Air Force clubs 
and messes. 

4. Accordingly, any such information which can be passed to this headquarters 
for the purpose of evaluating his qualifications, as a life insurance general agent, 
will be appreciated. 

For the Commander in Chief : 

(s) R. L. Burcu, 
Capt., ACC, 
Asst, Adj. Gen. 

Tel: Heid Mil 8526. 


| 
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HEADQUARTERS 
Unirep States ARMY, EUROPE, 
APO 403, 23 July 1954. 
AG 201 GPA 


SHERIFF OF BEXAR COUNTY, 
San Antonio, Teras. 

Dear Sir: This headquarters is considering the request of Mr. Stuart W. 
Reichstein for authorization to represent a US life insurance company as its 
general agent in Germany. 

An allegation inferring his involvement in a homicide case in your county has 
arisen. Accordingly, information or facts pertaining to any such involvement 
which may be made available from the records of your office will be appreciated. 

The interest of this headquarters extends to the point of seeking determination 
as to whether this matter would be derogatory with respect to business ethics and 
character background. 

Sincerely, 
. (s) R. L. Burcn, 
Capt., ACC, 
Asst. Adj. Gen. 


Memo for record: Notes on telephone conversation between Major Hacker, 

USAFE, and Lt. Col. L. V. Smith. 

Major Hacker. I have checked on this case concerning Stuart Reichstein. The 
reports are not good. The reviewing officer in the case which you had in mind 
indicates in his review that Reichstein’s business ethics are not what they 
should be; that he has the habit of making accusations or slander and taking 
malicious actions against officers with whom he had dealt, predicated upon his 
conception that they did not want him to carry on his business. He refused to 
service and make repairs on slot machines sold, and when the military persons 
concerned tried to get action from him, he in turn tried to belittle their efforts 
through accusations to their superiors. All accusations by Reichstein were 
disproved. In one instance the officer concerned wanted Reichstein to produce 
title to the machines which he could not do. All of his accusations were the 
result of his own failure to properly conduct his business relations. 

His business ethics are not good. The reviewing officer referred to above is a 
professional insuranceman from California. The Air Force will not take him 
on as a general agent under any circumstances. 

(s) 


4 AucusT 1954. 
Memo for record: Report from Weber's officer, 24 Blanchard Str through 52nd 

MP Det (CI (Captain Cowan Eastham) ) 7 September 1953. 

Reichstein charged with insult by Hedwig Kaiser, who lives at Linden Str 39, 
Frankfurt. Case was listed as civil rather criminal procedure. German official 
(JP) Willie Weber effected reconciliation. 

Weber warned Reichstein that if there was any further recurrence, court 
action would be taken. Reichstein was charged DM12 costs. 


6 AueusT 1954. 


Major Bass, PM division reported that: 

No verification can be made of Reichstein being placed under a “peace bond” 
as a result of his altercation with Mr. Mike Ellis. CID, MP and German 
agencies were checked. 

(s) L. V.S. 


Tas F 
HEADQUARTERS, 
UNITED SraTes ARMY, 
APO 403, 17 August 1954. 
AG 019/a GPA. . 


Mr. J. CARROLr, 
Counsel at Law, 24 Rheinstrasse, Frankfurt/Main, Germany. 
Dear Mr. Carroti: Your letter of 26 July 1954, addressed to the Commander 


in Chief, in which reference is made to the letter from this headquarters dated 
14 July 1954, has been received. 
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The contents of this letter should not have been confusing except as you 
have chosen to distort the apparent issues involved with remarks or assumptions 
which are not true. 

Since Mr. Reichstein had obviously elected not to seek a recommendation 
from the European Association of Life Underwriters as a part of the “evidence 
of adequate professional and ethical qualifications to engage in the sale and 
service of life insurance,” as a general agent, a further definition of such 
evidence of adequate qualifications was given in the last paragraph of the letter 
dated 14 July 1954. 

The qualifications of Mr. Reichstein as a soliciting agent have, up to now, 
not been questioned. But, since Mr. Reichstein has presented no evidence of 
his qualifications as a general agent beyond his letter of appointment from 
the Great Northwest Life Insurance Company, this headquarters is seeking 
evidence touching upon his professional and ethical qualifications to act as a 
general agent. 

Until such evidence has been obtained and evaluated, no final determination 
can be made in his case. However, it appears that if certain allegations regard- 
ing his business and professional ethics and other derogatory matters now being 
investigated are true, Mr. Reichstein will not only be denied authorization to 
engage in the sale of service of life insurance as a general agent, but will have 
his present authorization as a soliciting agent revoked. 

Sincerely, 
(s) D. R. Van SICKLER, 
Colonel, SGC, 
Adjutant General. 


5 August 19. 


Memo for record: Re George Ashley, General Agent, American Standard Life 
Insurance Co., Visit to this Office on 4 August 1954. 


Mr. Ashley informed me that he had decided to terminate the employment 
of Stuart W. Reichstein. That he had recently informed Mr. Reichstein that 
his employment with the American Standard Life Insurance Co, was terminated 
and that he was sure Reichstein must realize that under the circumstances 
he could not work for any other company in Germany. He had picked up 
Reichstein’s letter of authorization and during the course of his visit delivered 
the letter to the undersigned. Mr. Ashley, in the course of his conversation, 
confirmed every fact and conclusion which we have drawn or otherwise learned 
about Mr. Reichstein except confirmation of his slot-machine business with the 
Air Force, of which Ashley only had the impression that Reichstein had lost 
considerable money, 

Mr. Ashley verified that without any knowledge or consent on his part, that 
Reichstein had on or about 26 or 27 July 1954, at a time when he had no author- 
ization to reprsent the American Standard Life Insurance Co., engaged in the 
solicitation and sale of life insurance with personnel of the 37th Engineer 
Group at Pioneer Kaserne. Some time later when Ashley learned what had 
happened, he strongly reprimanded Reichstein and asked him what in the world 
had caused him to do such a thing. Reichstein’s only excuse was that he was 
broke and did it in an effort to qualify for the commissions. Ashley said he 
then told Reichstein, “If you had come to me I would have given you some 
money, but now look at the position you have not only placed yourself in, but 
the company and me as well.” Reichstein’s reply was: “Well it’s done now, 
so what can I do about it?” 

He stated that Reichstein is flat broke and that as his friend and through 
sympathy for Reichstein he has sought to carry him along. He has tried to 
help him as much as possible, but had now concluded that in spite of his 
sympathy he can no longer tolerate the continued presence of Mr. Reichstein 
in Germany and agreed with the undersigned that Reichstein should leave 
Europe as soon as possible. Mr. Ashley believes that, although with a mentality 
bordering on genius in some respects, Reichstein is on the verge of insanity. 
According to Ashley, Reichstein is a habitual user of sleeping pills and of 
course has impressed the undersigned previously as certainly not normal men- 
tally or physically. Mr. Ashley has promised to see that Reichstein is out of 
Europe within the next 2 weeks and is going to personally pay his transporta- 
tion and expenses, as a gift, to get him out. We both agreed that it is a delicate 
matter to handle and that abrupt action was undesirable. Ashley completely 
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agrees that further presence of Reichstein might be dangerous since he has 
manifested murderous intent with respect to Mr. Walter O’Haire and Mr. 
Michael Ellis, both of whom he considers to be bitter and deadly enemies. Mr. 
Ashley stated that (General) Connell has promised that he will take care of 
Reichstein if he returns to Texas. Mr. Connell, a retired Air Force General, 
is a long acquaintance and friend of Reichstein. The attitude of Mr. Ashley 
is certainly one to be commended in the opinion of the undersigned in the forth- 
right, honest, and sincere manner in which he is trying to handle the very difficult 
matter for which he has no direct responsibility. 
L. V. SmirxH. 


HEADQUARTERS, 
ARMY, EUROPE, 
APO 403, 29 September 195}. 
AG 019/a GPA 
Mr. Earu J. CARROLL, 
Counselor at Law, 
24 Rheinstrasse, Frankfurt/Main, Germany. 

Dear Str: Reference is made to the letter to you from this headquarters dated 
17 August 1954, and the preceding correspondence relating thereto. 

You are advised that this headquarters has considered the request of Mr. Stuart 
W. Reichstein for a letter of clearance as the general agent for the Great North- 
west Life Insurance Company. 

In considering this request and other matter pertaining thereto, it has been 
determined that Mr. Reichstein does not possess the qualifications desired in a 
soliciting agent or a general agent engaged in the sale and service of life insurance 
to personnel of this command. 

Accordingly, the request for clearance as the general agent for the Great North- 
west Life Insurance Company is denied, and as previously understood by Mr. 
Reichstein, the letter of clearance as a soliciting agent of the American Standard 
Life Insurance Company is rescinded. 

Sincerely, 
(s) R. L. Burcu, 
Capt., ACC, 
Asst. Adj. Gen. 


HEADQUARTERS, TWELFTH AIR FORCE, 
OFFICE OF THE INSPECTOR GENERAL, 
APO 12, USAF, 1 June 1954. 
CIG 
Subject: Investigation of Complaint Against Colonel Raymond Marshall, Air 
Base Group Commander, Rhein/Main Air Base. 
To: Commander, Twelfth Air Force, APO 12, U. S. Air Force. 

1. An informal investigation of subject complaint was conducted during the 
period 18-28 May 1954 by Colonel Willis G. Carter, USAF, pursuant to verbal 
orders of the Deputy Chief of Staff on or about 18 May 1954. 

2. The basis of this investigation was a letter to Lieutenant General William 
H. Tunner, Commander in Chief, USAFE, dated 7 May 1954, signed Stuart 
Weslington Reichstein in which Mr. Reichstein alleges: 

a. That Colonel Marshall stated to Major Miller, Club Officer, Ramstein Air 
Base, “that Reichstein did not own the coin operated machines in use by the 
Ramstein Officers’ Club, and, also, that Reichstein was the defendant in litiga- 
tion involving these same machines.” 

b. That the above statement by Colonel Marshall was false, malicious and 
slanderous against Mr. Reichstein. 

ce. That this doubt created by Colonel Marshall caused the Ramstein Club from 
purchasing the machines from him. 

d. That prior to Colonel Marshall’s statement, the Ramstein Club had planned 
to purchase the machines in question from Reichstein. 

e. That great and unwarranted damage has been done to him (Mr. Reichstein) 
as a consequence of Colonel Marshall’s reckless statement. 

8. Mr. Reichstein’s letter was forwarded to the Commander, Twelfth Air Force, 
requesting investigation. 
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4. The following witnesses were interviewed : 

a. Colonel Raymond H. Marshall, Commander, 60th Air Base Group, Rhein/ 
Main Air Base. 

b. Major Edward J. Miller, Club Officer, Ramstein Officers’ Open Mess. 

ce. Mr. Jay Duce, representing General Distributor and Exporters, Inc., Dallas, 
Texas (Frankfurt office). 

. Mr. George Prock, owner of slot machines. 

. Major Cole, Clyde H., Pers Services Officer, R/M AB. 

. Captain R. D. Adcock, Legal Officer, Landstuhl Air Base. 

. Captain D. B. Jeffords, OIC, Landstuhl Officers’ Open Mess. 
. M/Sgt R. E. Rutledge, NCOIC, Landstuhl NCO Open Mess. 

i. M/Sgt Peter J. Duffy, NCOIC, Ramstein NCO Open Mess. 

5. The following information was obtained by oral interview of persons listed 
in paragraph 4: 

a. Prior to the order directing that clubs be sole owner of any slot machines 
operated therein, the NCO and Officers’ Open Messes of Ramstein and of Land- 
stuhl Air Bases had accepted placement of slot machines in the clubs by Mr. 
Reichstein on a commission basis whereby Mr. Reichstein received 25% of the 
income derived from the machines while the clubs retained 75%. Captain 
Jeffords of the Landstuhl Officers’ Mess states that during this period, he felt 
that the machines operated acceptably and that all dealings with Mr. Reichstein 
were cordial and satisfactory. M/Sgt Duffy of the Ramstein NCO Mess de- 
scribes a similar relationship with Mr. Reichstein in the matter of slot machines 
for the Ramstein NCO Open Mess. Major Miller of the Ramstein Officers’ Mess 
reports that the ten (10) machines in the Ramstein Officers’ Club gave a tre- 
mendous amount of difficulty in performance and that Mr. Reichstein’s service 
was very poor. M/Sgt Rutledge of the Landstuhl NCO Mess states that from the 
start he could not get the number of machines that he needed from Mr. Reich- 
stein and that Mr. Reichstein always promised more machines but failed to 
keep his word in these matters. 

b. Colonel Marshall states that about February or early March 1954 to the 
best of his recollection, Mr. Reichstein came to his office at Rhein/Main during 
the first few days that slot machines were under consideration for possible opera- 
tion in clubs at Air Force stations. Major Cole was present at that meeting. 
During the course of the meeting Mr. Reichstein became quite violent in his 
accusations, insinuations and libelous allegations concerning several individuals 
whom Marshall knew to be attempting to do coin-machine business with the 
Air Force. Colonel Marshall further relates that Mr. Reichstein did not know 
at this time that Colonel Marshall had already talked business with Mr. Duce 
and in the course of the conversation, Mr. Reichstein brought Mr. Duce’s name 
up and continued his harassment and tirade on reputations, business ethics, ete. 
As a consequence of Mr. Reichstein’s visit, Colonel Marshall had Major Cole 
check up as best he could on both Mr. Reichstein and Mr. Duce. Major Cole 
learned that Mr. Duce had been associated with AFN and from AFN sources 
as well as Mr. Tom Rodenbaugh, European manager of Pan American Airways, 
got quite favorable reports as to reputation and reliability of Mr. Duce and his 
firm. Marshall thereafter questioned Mr. Duce himself about an alleged busi- 
ness deal which he entered into with Mr. Reichstein and Mr, Arthur Friedman. 
Mr. Duce informed Colonel Marshall that he had entered into a tentative agree- 
ment with those two individuals since Reichstein alleged they had the slot-ma- 
chine business in the Air Force sewed up exclusively. Mr. Duce further informed 
Colonel Marshall of the details of the source of the slot machines at Antwerp 
stating that Mr. Reichstein had been sold 21 machines, of which the Ram- 
stein machines weré thought to be a part, at a price of $7,675, of which Mr 
Reichstein had paid a downpayment of only $4,000. Mr. Duce stated that he 
Was a cosignee together with Mr. Reichstein of the particular shipment of ma- 
chines involved in this transaction, that by law such machines had to be regis- 
tered by the U. S. Department of Justice by serial number identification and 
covered by clearance for export under Public Law 906. Mr. Duce either stated 
or inferred that proper evidence of such registry and clearance was necessary 
for proper conveyance of title in any sale transaction and that such conveyance 
had not been provided Mr. Reichstein pending payment of balance due on ma- 
chines purchased, and that, therefore, Mr. Reichstein could not in turn convey 
proper title to the machine to Major Miller or any other customer. 
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ce. Colonel Marshall states that after learning the above information in the 
manner set forth and during the course of telephone conversation with Major 
Miller, during which Marshall was negotiating for the employment of one Franz 
Reindl as manager of the Rhein/Main Officers’ Mess (Reindl was then working 
for the Ramstein Club), that he also informed Major Miller of the information 
he had concerning the question as to Mr. Reichstein’s ownership of the machines 
and his ability to legally transfer title. Colonel Marshall states that he con- 
sidered it his duty as an Air Force officer to acquaint Major Miller with the 
information he had gotten from Mr. Duce concerning Mr. Reichstein and the 
slot machines. With reference to Mr. Reichstein’s statement that Major Miller 
requested Colonel Marshall to furnish documentary proof of his allegations 
concerning Mr. Reichstein, Colonel Marshall states that he informed Major 
Miller specifically on the second telephone call that he was not in a position 
to document information he has passed on to him but that Mr. Duce probably 
could. He says that he tried to make it perfectly clear and told Major Miller 
he would be very happy to ask Mr. Duce to come down to see Major Miller and 
give him the story himself. Major Miller does not acknowledge exact recollec- 
tion of Colonel Marshall’s statements to him but on his part clearly understood 
Colonel Marshall to state that Mr. Reichstein did not own the machines and 
was not in a position to convey proper title. He acknowledges asking Colonel 
Marshall for documentation but not getting it. He says he waited for a while 
for the arrival of any form of proof of the matter, but that in the meantime 
that machines continued to function poorly. He asked Mr. Reichstein to replace 
the entire lot of machines and was informed by Mr. Reichstein that it would 
take months to do this. Thus after undue trouble with the machines in the 
club and undue waiting for correction, with no prospects for early relief, Major 
Miller states that with the concurrence of members of the Board of Governors 
he sent word to Mr. Reichstein that the club was not going to purchase his 
machines and immediately went to Frankfurt, located machines with Mr. Duce’s 
firm and purchased them. 

d. Mr. Duce states (and this is confirmed by Captain Jeffords) that shortly 
after the rule was announced that clubs must purchase all slot machines and 
own them outright, he personally visited the clubs at Ramstein and Landstuhl. 
During the course of his contact with the clubs, he personally informed them 
himself that he was cosignee of the shipment of 21 machines to Mr. Reichstein 
and that Mr. Reichstein had not fully paid for the machines and had not there- 
fore been furnished the documentation as to the registration and export clearance 
of the machines. 

e. The end result of all slot nhachine negotiations was reported to the investi- 
gator as follows: 

(1) Major Miller states that he was not present when Mr. Duce made his visit 
in which he told some of the clubs of Mr. Reichstein’s questioned title; that the 
final actions on his part were hardly influenced by Colonel Marshall's informa- 
tion because he was dissatisfied with the machines and Mr. Reichstein’s service 
of the machines in the Ramstein Club both prior to and after receiving Colonel 
Marshall’s information concerning Mr. Reichstein. The Ramstein Club was 
offered the ten (10) machines of Mr. Reichstein at a total price of $5,500 but 
instead purchased eleven (11) machines from Mr. Duce for a price of $4,800 
in first-class condition and with a 30-day new machine guarantee. 

(2) Captain Jeffords states that he had no information from either Colonel 
Marshall or Major Miller but that after being informed by Mr. Duce regarding 
title to the machines of Mr. Reichstein, he asked Captain Adcock of the Legal 
Office, Landstuh] Air Base, to investigate and advise. Captain Adcock made an 
extensive effort to track down details of the matter and passed on such informa- 
tion as he was able to obtain and advised the Landstuhl Board of Governors, 
that there was some question as to the ownership. To protect the club from 
possible legal entanglement, he advised them to purchase machines that were 
identifiable by serial number and not the basis of possible legal action. The 
Board then considered the bids of Mr. Reichstein, Mr. Duce and Universal Sports 
Corp. and elected at the time to purchase from Universal. After learning of 
this decision, Mr. Reichstein called Captain Adcock by telephone and stated 
that he was treated unfairly in the matter. When asked about the price of the 
slugs needed, Mr. Reichstein stated the price was $100 per 1,000 slugs, which 
figure was approximately $90 higher than Universal's bid. In the end, Universal 
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proved unable to furnish the type of machines desired within the time desired 
and this club purchased from Mr. Duce. 

(3) M/Sgt Rutlege advised that in a telephone conversation to the Neubiberg 
NCO Open Mess, he learned that the Neubiberg Club’s machines were obtained 
from Mr. Duce and were highly satisfactory. The Landstuhl NCO Club then 
purchased its slot machines from Mr. Duce. 

(4) M/Sgt Duffy states that his club was offered the ten (10) machines by 
Mr. Reichstein for $395 each, for no downpayment, with one year to pay, the 
slugs provided free, and nine (9) months maintenance guaranteed. Mr. Duce’s 
bid required 50% cash down so the Ramstein NCO Open Mess closed the deal 
with Mr. Reichstein approximately two (2) months ago. M/Sgt Duffy states that 
as yet however, Mr. Reichstein has not brought the promised title documeuts 
although relations with Mr. Reichstein have been cordial and Mr. Reichstein 
promised to produce the necessary documents. 

6. With reference to Mr. Reichstein’s allegation that Colonel Marshall told 
Major Miller that Mr. Reichstein was the defendant in litigation involving these 
same machines, neither this investigation nor that by Captain Adcock of Land- 
stuhl Air Base has established conclusively that such litigation did or did not 
in fact exist. Colonel Marshall says that Mr. Reichstein had stated that he, Mr. 
Reichstein, had sued Mr. Duce. Thereafter, Mr. Duce told Colonel Marshall that 
Mr. Reichstein had bitterly complained about the condition of the equipment, 
but also refused to return the merchandise or make it available for examination. 
Mr. Duce further informed Colonel Marshall that he had seriously considered 
placing this matter in the courts. Mr. Duce himself confirmed having so stated 
to Colonel Marshall and also produced a copy of a letter dated 25 March 1954, to 
Dr. Jur. Rolf-Ruediger Stroth, written by Walter W. O’Haire in which O’Haire 
acknowledges a letter of 5 March 1954 concerning the claims of Mr. Stuart W. 
Reichstein for damages. The letter denies that Mr. Stroth’s client has any 
claim against General Distributing and Exporting, Inc., and further denies that 
either Mr. Mack Duce or his company is responsible for any loss that Mr. Reich- 
stein now alleges that he sustained in the slot-machine business. The letter 
further acknowledged Mack Duce to have complete information on whatever 
negotiations were conducted between Mr. Jay Duce and Stroth’s client, Mr. 
Reichstein. The letter continues by acknowledging further a suggestion that a 
settlement between General Distributing and Export, Inc., and Mr. Reichstein 
and conveys an offer to close out the original $7,675 contract at a reduced price 
of $6,500. 

7. Conclusions. As a result of the testimony above reported, it is concluded: 

a. That by whatever exact language used, Colonel Marshall did convey to 
Major Miller his opinion that the slot machines placed in the Ramstein Officers’ 
Open Mess by Mr. Reichstein were not owned solely by Mr. Reichstein and that 
there was litigation involving the machines. 

b. That Colonel Marshall made proper and reasonably diligent effort to estab- 
lish the reliability of the persons who gave him this information which he 
passed to Major Miller. 

e. That the information passed by Colonel Marshall to Major Miller was not 
false, malicious, and slanderous or reckless and was conveyed with the intent 
to prevent injury to an Air Force agency. 

d. That prior to Colonel Marshall's statement, the Ramstein Club had con- 
sidered purchase of Mr. Reichstein’s machines. 

e. That the damage to which Mr. Reichstein refers in his letter as having 
been done to him is the loss of sale of ten (10) machines by him to the Ramstein 
Officers’ Open Mess and that such loss is attributable to the poor performance 
of his machines and to Reichstein’s poor service, rather than to Marshall’s 
statements. 

8 Recommendations: It is recommended that: 

a. No criticism be leveled at Colonel Raymond H. Marshall as a result of the 
allegations contained in Mr. Reichstein’s letter of 7 May 1954 to the Commander, 
United States Air Forces in Europe. 

b. A concise and careful reply be made to Mr. Reichstein’s letter in order that 
no information be furnished which might be used to the injury of any person. 

9. This investigation is classified CONFIDENTIAL in accordance with para- 
graph 24a (1), AFR 205-1. 

(s) G. Carrer, 
Colonel, USAF, 
Investigating Officer. 
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HEADQUARTERS, UNITED STATES ARMY, EvROPE, 
OFFICE OF THE AC oF S, G—1, PERSONNEL, 
PERSONNEL SERVICES BRANCH, 
12 July 1954. 
GPA 019/a 
Memorandum for: Colonel Bork. 
Subject: Interview by Mr. Michael Stern Re: Life Insurance. 


1. On Tuesday, 6 July 1954, Mr. Michael Stern, representing himself as a 
correspondent for Argosy magazine and accompanied by Major W. A. Pennino, 
Chief of the News and Operations Branch of PID, sought and obtained an inter- 
view with the undersigned. 

2. Upon entering room 304, Discipline Section officer, Major Pennino, intro- 
duced Mr. Stern, and upon my recognition of the introduction, Major Pennino 
stated they had just spoken to Colonel Bork and that Colonel Bork had cleared 
the matter for Mr. Stern to interview me. 

3. After some preliminaries during which Mr. Stern indicated a desire for 
knowledge as to whether this office had received any complaints or information 
that any companies were defaulting or refusing to pay claims of beneficiaries, I 
told him we had received no reports of any difficulties of that nature. He stated 
that he understood one of the Texas companies was denying claims and causing 
trouble along that line. 

4. He stated he was checking on the insurance business over here in prepara- 
tion for an article to portray the true picture of the Texas Life Insurance 
Companies doing business over here. 

5. I told him all companies were recognized in accordance with AR 600-101, 
USAREUR Circular No. 26, and that we expected their agents to conduct them- 
Selves in accordance with the Constitution and By-Laws of the Association. At 
that time I handed him a copy of the Constitution and By-Laws and told him who 
the officers of the Association were. 

6. It soon appeared clear that Mr. Stern was well acquainted with certain 
provisions of AR 600-101, USAREUR Circular No. 26, as changed, and the 
Constitution and Bylaws of the European Association of Life Underwriters. 
Also that he knew and had spoken with Mr. Walter O’Haire, Executive Secretary 
of the Association. It was also apparent that Stern had been loaded with facts 
and supposition from either Mr. Stuart Reichstein, recently appointed agent 
of the Great Northwest Life Insurance Company, of Spokane, Washington, or 
Mr. Earl J. Carroll, an American attorney in Frankfurt. He inferred that he 
had seen correspondence from the Great Northwest Company in which the com- 
pany stated that it had no intent or desire to be affiliated with the Association 
or to have any of its agents do so, that it did not want to be “dabbed” with the 
same tar that covered these Texas companies who had sponsored and ruled 
the Association through O’Haire, and that when the lid blew off of the “racket” 
they they did not want to be in any part of it. 

7. He stated that he understood that the National Educators Life Insurance 
Company was one of several Texas companies doing business here whose assets 
were not over $25,000. I had told him that as part of the matter supporting 
each company’s request for letters of authorization, that we had their financial 
statements on file. He insisted that he wanted to see this company’s financial 
statement. When he saw the statement he appeared astonished that its total 
assets were $2,779,499.15 as of 31 December 1952. He examined the statement 
rather critically and took down some figures. 

8. I mentioned to him that the small companies less than 2 years old were 
required to have reinsurance agreements with older and stronger companies. 
This he appeared to know quite well, and asked me if I studied carefully every 
reinsurance agreement and could be positive that it covered every single element 
of coverage of the original policies. I told him that I did not consider myself 
an expert, but that within my capability I endeavored to see that all companies 
met the requirements of the Army Regulation and Circular No. 26. He made 
similar inquiry as to the various policies offered and asked what requirements 
they were to meet. I stated that we want assurance in every case that the policy 
met the requirements regarding war-risk Clauses and clearly stated or explained 
that dividends were not guaranteed in fixed amounts in the participating policies. 

9. He stated that Walter O’Haire had organized and is running the Association 
as a one-man show. 

10. He asked if I knew that O’Haire could collect an unlimited salary as 
Executive Secretary under the constitution and bylaws of the Association. I 
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referred him to Article IV of the Constitution and paragraph d of Article V 
of the bylaws, regarding the matter. 

11. Stern compared the Constitution and Bylaws to those of Gangster Pro- 
tective Associations in Chicago. 

12. In answer to Stern’s questions as to whether insurance agents and com- 
panies were required to belong to the Association in order to do business here, 
Stern was told that agents are not required to be members of the Association but 
we do inform them that nonmembers just as members are expected to support 
its (the Association's) stated purposes with regard to ethics of the profession 
and the letter and spirit of all regulations and directives pertaining to life-insur- 
ance solicitation, and it is pointed out that active membership in the Association 
is a good way to keep its purposes alive. That we do not require companies to be 
Associate members, but when asked to state our position, we also point out the 
obligations the Association has undertaken to render in keeping the activities 
of the companies and agents clean and ethical. It was further pointed out that 
it is the usual practice of prospective general and soliciting agents to be in con- 
tact with the Association before appearing at this headquarters to qualify as 
such. That the Association gives them examinations and issues those they deem 
qualified, a letter of recommendation, and that we have so far accepted this 
letter as qualifying all agents. That if a prospective agent does not contact the 
Association, we would consider it proper to ask the Association for its recom- 
mendation anyway, and if it were not favorable we might go back to the company 
itself or to other sources for complete information as to background or knowl- 
edge of the agent. 

13. The points covered by Major Pennino in his memorandum to Colonel Shinn 
were developed during the course of this interview and during the time while 
Major Pennino and Mr. Stern were lunching together. 

14. Independently of and prior to Mr. Stern’s manifested interest in commer- 
cial life insurance, the undersigned has obtained information from the Associa- 
tion, its officers and certain members which reflect suspicion at least, that one or 
two companies and a few agents have not conducted their affairs properly. 
Action toward establishing facts leading toward appropriate further action has 
been and is being taken. 

15. Thus far there is nothing substantiated by any fact known here that the 
Association as an organization has done anything deviating from its stated pur- 
pose and aims or that any company doing business here has defaulted on any 
claim covered by its contract. 

16. It is believed that ample occasions will arise to take appropriate advantage 
of the action recommended in the memorandum by Major Pennino. 


(s) Lewis V. Smira, 
Lt. Col., GS. 


16 1954. 
Memorandum for record: Discipline Section, G—1 Division. 

Judge Carl Turmo, member of HICOG Appellate Court at Frankfurt, heard 
Mr. Earl Carroll talking to Mr. Mike Stern at the Press Club (Frankfurt) on 1 
July 1954 in the evening where Mr. Stern was Mr. Carroll’s guest. Mr. Carroll 
suggested that Mr. Stern ought to write something about the Association, the 
Texas companies and in general, the life insurance picture over here, instead of 
another article in which Mr. Carroll figured. Mr. Stern told Mr. Walter O’Haire 
that Mr. Stuart Reichstein had furnished him with a lot of information. 

Above from conversation with Mr. Walter O’Haire on 16 July 1954. 


(s) L. V. Smrrx, 
Lt. Col., GS. 


NATIONAL Epucators INSURANCE Co., 
Fort Worth, Ter., December 1, 1954. 
Mr. W. O’HATRE, 
Executive Secretary, European Association of Life Underwriters, 
8, Platz der Republik, Frankfurt/Main. 

Dear WALTER: In view of all of the adverse publicity that we have just re- 
ceived, I am submitting a letter from the executive vice president of my com- 
pany together with pertinent photostats, for your information and for what- 
ever use or benefit you might make out of it. 
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I know that you can understand the position in which the company was put 
and there is no reason for me to make further explanations as to the suit men- 
tioned in the now infamous Argosy article. 

I also am enclosing two reinsurance agreements with the Security Life & 
Accident Co., Denver, Colo. I presume that you will use your good offices 
to refute any reference to National Educators Life Insurance Co. or Mid-Con- 
tinent Life Insurance Co. being limited capital companies or that they have 
failed to pay claims properly and promptly. 

Sincerely yours, 
W. M. Barrrett, General Agent. 


NATIONAL Epucators Lire INSURANCE Co., 
Fort Worth, Tex., November , 1954. 
Mr. W. M. Bartlett, 
Hochstrasse, 19, Frankfurt, A. M., Germany. 

Dear BiL_: I am sure the article in the November issue of the Argosy magazine 
using our company name in a derogatory manner has come to your attention, 
or will come to your attention in the near future. Here are a few facts with 
reference to certain statements, charges, and allegations by inference contained 
in this article titled “How To Steal $8,000,000 a Year” by one Michael Stern. 

First of all, by inference in the statements written, the impression is left 
that National Educators Life Insurance Co. does not have more than $25,000 in 
assets. National Educators Life Insurance Co. is 13 years old and was organized 
and owned by and for the benefit of public school teachers. It is a full capital 
stock company with capital and surplus in excess of $450,000. 

Although National Educators Life Insurance Co. has written some volume of 
insurance on the lives of military personnel, we doubt that it could be classified 
in any way as a “steal.” We have no apology to make to anyone on the business 
we have written, nor in the manner in which we have dealt with our policy- 
holders and their beneficiaries. It was inferred in the article written by Mr. 
Stern that perhaps the claim on the Robert L. Jeffrey’s case was the only one 
we have ever paid, and that we paid it because we were forced to do so. It is 
a matter of record that National Educators Life Insurance Co. has paid to the 
beneficiaries of its GI policyholders a total of $537,484.36 in death benetlits to 
this date. In addition, the company’s GI policyholders have received and ac- 
cumulated to their credit with the company several hundred thousand dollars 
of cash benefits themselves. All of their life-insurance protection at present 
amounts to approximately $12,500,000, and is backed by full legal reserves. 

The Robert L. Jeffrey case represents the only case on which National Edueca- 
tors Life Insurance Co. has ever appeared in court for any reason. We appeared 
in this case to defend ourselves against what we felt, and still feel, to be a 
grossly unjust claim. Had we not felt we had a good chance of successfully 
defending the case we would never allowed it to go to trial. Unfortunately, we 
lost with the resultant adverse publicity. In the eyes of the public it became 
another of those cases of the “bad old insurance company attempting to beat a 
poor individual out of his just claim.” 

In July 1950 National Educators Life Insurance Co. began receiving checks 
by Government allotment for one Robert L. Jeffrey. We received these checks 
month after month for a total of 8 consecutive months. We were unable to 
identify Robert L. Jeffrey, and though we used every means we could think of to 
determine what the checks were for, we were unable to do so, for we never 
received an application in this office for insurance for Robert L. Jeffrey. None 
of these checks were ever cashed, nor was any payment of any kind ever ac- 
cepted by National Educators Life Insurance Co. on behalf of Robert L. Jeffrey. 
After considerable effort we were able to secure from the Army Finance Center 
the name and address of the father of Robert L. Jeffrey. The securing of his 
name was a result of a visit made by our agency director, Mr. G. J. Roberts, to 
the St. Louis, Mo., Army Finance Center. At that time Mr. Roberts discussed 
with Army officials the checks in connection with the Robert L. Jeffrey case, 
and checks in connection with other cases as well. It was at this time that he 
learned of the death of Robert L. Jeffrey. It was understood that since he had 
learned through the Army Finance Center that Robert L. Jeffrey was deceased, 
on his return to the office it was agreed that we would work out a satisfactory 
settlement with Mr. Marcus N. Jeffrey, the father. In the article you will note 
Mr. Stern states that Mr. Jeffrey did not accept the settlement ; however, you will 
note that I have enclosed a photostatie copy of a settlement that we did work 


264 SALES OF COMMERCIAL LIFE INSURANCE 


out with Mr. Marcus N. Jeffrey, and that he did accept the settlement and he 
was happy with his settlement until an attorney who learned of the circumstances 
of the case contacted him and asked that he come by his office when it was 
convenient, stating that he would like to discuss the case with him. It is our 
understanding that the circumstances of the case were given to the attorney 
by one of our former agents who was disgruntled and left us owing us around 
$10,000. After Mr. Jeffrey’s conversation with the attorney, and after a period 
of 2 years from date of settlement, he decided that he was unhappy with the 
settlement and had not been treated fairly. 

A word or two now about the organization in Europe. A number of companies 
were writing a business in Europe for 2 or 3 years before we entered that field 
of operation. It is our understanding that the situation as far as the type of 
agents and methods of writing business were not satisfactory to the Armed 
Forces. About the time we entered the European theater the Army stopped the 
writing of military insurance in Europe until some satisfactory plan could be 
worked out whereby a control could be had over this business. It is our under- 
standing that with the sanction of the Army the insurance companies rather 
than stop operations completely in Europe agreed to form an organization 
whereby this organization would more or less keep their own house clean as 
far as its agents were concerned and control the methods of writing business 
under the rules and regulations established by the Armed Forces. I am enclosing 
a letter, which will give you some idea of what the Army thought of the program. 
Had this organization not been organized, the writing of military business would 
have ceased some year or year and one-half ago. 

In setting up this organization it was agreed that they would need someone 
to devote his full time, and serve more or less as a liaison man between the 
Army and this organization. Mr. O’Haire was selected for this position, and 
I understand had an active part in helping set up the organization. I don’t 
know Mr. O’Haire very well. I did meet him and talked with him in the States 
several months ago. He impressed me as being a very capable person, and one 
who would be very firm in doing those things that would be necessary to keep 
the organization clean, and working in accordance with the Army regulations. 

I hope this information will help with some of the questions you are going to 
have to answer. 

Sincerely, 
Gro. V. WIMBISH, 
Executive Vice President. 


THe Epucators Toren 


NATIONAL Epucators LIFE INSURANCE Co. 


SEPTEMBER 12, 1950. 
Leading in Production for 1950: Russell Peek. 
Dear GANG: The five leading producers for August are: 
James R. Grady 
Russell Peek 
F. E. Dorr 
JR. S. Lofland 
Tie{ G. Richards 
We are off to set a record by producing two million dollars of business in one 
month. We are setting a quota of $65,000 for each man in the Military Field. 
For each man that produces this volume of business, there will be a nice brief- 
ease as a reward. I am sure that each man will get this amount of production 
for September, therefore we feel confident the record will be broken. 
I have had several requests for a table giving the average height and weight 
of juveniles, 
It is as follows: 


! 

Age } Inches Pounds Age | Inches Pounds 
At birth... 7.5 || 47.0 | 52 
1 year 29.5 | 21.5 |! S years _. 50.0 | 58 
é | 33.5 26.5 || 9 years. .. weil 52.0 | 64 
3 years..... 36.5 | 31.0 || 10 years ‘ 54.0 71 
4 years_...... 39.0 34.5 || 11 years ides } 56.0 7 
5 years__.. 


45.0 | 45 |} 


| 
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VERY IMPORTANT 


Please find listed below names, serial numbers, amount and effective date of 


allotments, on which we have checks, but no record of a policy. 


ividently these 


applications were either misplaced by the writing agents or lost in the mails. 
Will you check your records closely and if you find any of these in your files, 
sign an application and fill in as much of the information as you possibly can, 
and send to this office immediately. 


convenience. 


Please attend to this matter at your earliest 


Name 


Serial No. | Amount 


Effective date of allotment 


Al C, Brown 
D. 
Edward R. 
Albert J. Brunsnahan 
Hessle B. Buck...........- 
John G. 
Sherwood Campbell. 
Muncie O. Cassady_- 
William T. 
Marion 8. 
Rufino De La Cruz.-....-...---- 
James R. Francis, Jr... 
Donald E. Fries. .........-..-- 
Edward W. Ganz_. 
Joseph W. 
John H. 
Dewey A. 
Claude F. Gray. - ----- 


Franklin D. 
Robert L. Jeffrey.............- | 
Howard J. Johnson. 
Louis S. Kirk __- | 
Daniel F. 

Edward | 
Horry 
Geo. J. Lanouette.............-- 
Paul I. Leathem__-- 
John J. 
Darrell 
Nathaniel Mathies 
Daniel McLaurin 
Shaiton Mills, Jr... ............ 
George Nemcheck - 
.............. 
Watson Partlow. 
Charles Partney 
Theodore H. 


Marlyn L. 
Leroy Roddy 
Grover F. 
Walter L. 
John E. Schelin 
Gordon H. 
Gordon A. 
Lloyd Seott 
Howard 
Cosme A. Silva 
Raymond E, Smith 
Phillip Stallworth. 
Edward C. 
Hampton Sullivan_____. 
Patrick A. 
William A. Trisler.._..........- 
Edgar T. 
i 


17035391 
16323306 
15259057 

19984 
18335076 
17235014 


11151867 
13233189 
36636164 
18086625 

6269371 
17249583 
12304059 
16318857 
18266668 
14316945 
16280640 
28148057 
13316601 

6916524 
13162117 

6110757 
17262953 


19352275 
13267314 
17034607 
13166713 
14326659 
34941713 
23808654 
39196582 
34558770 
18336733 
14233821 


16311134 
15414010 
18024063 
13324617 
6, 290284 
39616674 


1835604( 

14302284 
1504562! 
14264996 


6951372 | 


14268039 
19263809 
14271926 
18322517 
15292554 
11000171 
12304632 


$8. 10 


| January 1950. 


50 | April 1950. 


21. 60 


Sus 


10 


set 


| August 1950. 

October 1950. 

| August 1950. 
Do. 


Do. 
September through December 1949. 
March through August 1950, 
August 1950. 


0. 
August 1950. 
| June, July, August 1950. 
August 1950. 
July and August 1950. 
June, July, August 1950, 
August 1950. 
July and August 1950. 

Do 


August 1950. 

Do. 

Do. 
June, July, August 1950, 
March 1950. 
August 1950. 
December 1948 through July 1949 
March through August 1950. 
July and August 1950. 
June, July, August 1950, 
August 1950. 

Do. 
October 1949 through March 1950, 
July and August 1950. 
August 1950. 

Do. 

Do. 

Do. 
July and August 1950. 
August 1950. 

Do. 

Do. 
January, February 1950. 
August 1950. 


do, 
March, April, May 1950. 
August 1950. 
kebruary through June 1949, 
= November, December 1949-January 
August 1950. 
October 1948 through October 1949, 
August 1950. 


0. 

August 1950. 

July and August 1950. 
) 


0. 
December 1949-January through July 1950, 
| January through March 1950. 7 
| August 1950. 
| Do. 
Do. 
July and August 1950. 
March through August 1950. 
August 1950, 
| May through August 1949, 
| August 1950. 
December 1948 through March 1949. 
February through June 1950, 
August 1950. 
Do. 


Do, 


| 
/ 
— | 
Coell H.. | 
William A. 
Harry P. Biller ar 
38028566 
14064881 
34332537 
18337421 
15412203 
35100687 
39205774 | 
18302077 | 
10307022 
13338480 
38035149 
39044949 
18061684 
Joe H. Green RA | 
Samuel E. Hamontree- | 
Guillerno Hernandez - 
21290420 | <4 
| 
| 
| 
| | | 
| 
| 11.00 
| 15. 75 
| 16308A 16. 20 : 
14032471 5. 65 
. 44042926 8.33 
24588533 5. 40 
| | 
4.39 
6. 40 
5. 40 
5. 40 
4.41 
10. 80 
4. 30 
| 5. 40 
10. 80 
11. 30 
10, 80 | || 
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Name 


Serial No. 


David A. Turovh__._. 
Doy Walch 
Max Wash 


Richard M. Waters_____ 


Steven W. Whitney 
James Wilkins_- 
Earl L. Wilson. 
Wardell Word, Jr 


Martin Baldeshwiler_____- 


17237760 
16216089 
39403511 
34576620 
19301802 
34325681 
15278989 
14324232 
27953399 


Amount 


Effective date of allotment 


July 1950. 
January through June 1950. 
August 1950, 
Do. 
Do. 
February 1949 through September 1949. 
August 1950. 


Do. 
February through August 1950, 


Remember that the Company is offering a very nice prize for the MAN OF THE 
YEAR. Let’s see whose name is in the block next month. 


Sincerely, 


G. J. Roserts, Director of Sales. 
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4.01 
5. 40 
10. 80 
9. 28 
4. 46 
5. 40 
= | 
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STATE OF TEXAS, 
County of Tarrant: 
Know All Men by These Presents: 

That whereas National Educators Life Insurance Company of Forth Worth, 
Texas, is presently engaged in writing life insurance and has taken numbers 
of applications from persons in the Armed Services of the United States of 
America and for the purpose of procuring such applications has maintained 
agents at various military installations ; and 

Whereas during the month of July 1950 National Educators Life Insurance 
Company began receiving allotment payments from the Army Finance Center, 
St. Louis, Missouri, said allotments supposedly to cover premiums on a life insur- 
ance policy written by said company insuring the life of Robert L. Jeffrey; and 

Whereas said insurance company never received an application to write such 
a policy insuring the life of Robert L. Jeffrey and has made diligent efforts to 
find out whether such an application was ever taken or not; and 

Whereas said insurance company has been unable to find any such application 
and has never issued such a policy; and 

Whereas Marcus N. Jeffrey and wife, Nora Mae Jeffrey, the sole surviving 
heirs of their son Robert L. Jeffrey, who has now been reported killed in action 
in Korea on or about July 27, 1950, and now made claim to said insurance com- 
pany on the basis that their son did make some character of application to said 
insurance company although they do not, and have never had any policy from 
said insurance company furnished them; and 

Whereas it is the desire of National Educators Life Insurance Company and 
Marcus N. Jeffrey and wife, Nora Mae Jeffrey, to settle this claim in an amiable 
manner. 

Now, therefore, for and in consideration of the sum of One Thousand One 
Hundred Seventy Two Dollars and 80/100 ($1,172.80) paid to Mareus N. Jef- 
frey and wife Nora Mae Jeffrey, the receipt of which is hereby acknowledged, the 
said Marcus N. Jeffrey and wife Nora Mae Jeffrey do hereby release any and all 
claims which they now have, or wili ever have, against National Educators Life 
Insurance Company by reason of, or in any way growing out of, any agreements 
or contracts previously entered into, of every kind and nature, by and between 
their son Robert L. Jeffrey and National Educators Life Insurance Company of 
Forth Worth, Texas, and if at any time hereafter any other person or persons 
which make claim against this insurance company growing out of the matter set 
cut in the premise hereof, they agree that they will in all things indemnify and 
protect said insurance company against said claim or claims to the extent of the 
consideration hereinabove expressed. 

In consideration of the premises, National Educators Life Insurance Com- 
pany agrees hereby that all claims it may have against Robert L. Jeffrey, or 
against Marcus N. Jeffrey and wife Nora Mae Jeffrey, for any premiums now 
due are hereby released, excepting that said insurance company, on the basis of 
this settlement, reserves the right to collect from the Army Finance Center, all 


| 
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monthly allotment payments of $27.00 each originally received from July 1950 
through February 1951 but returned to said Army Finance Center. 
Executed in triplicate this 21st day of November 1951. 
Marcus N. JEFFREY. 
Nora Mar JEFFREY. 


Subscribed and sworn to before me this 23d day of November 1951. 
G. Woop, 
Notary Public in and for Hamilton County, Texas. 


In witness whereof the National Educators Life Insurance has caused its name 
to be subscribed hereto by its Executive Vice President and attested by its Assist- 
ant Secretary and has hereunto caused its corporate seal to be affixed, this 21st 
day of November 1951. 

NATIONAL Epucators Lire INSURANCE COMPANY. 
By Geo. Wimuisu, Evecutive Vice President. 

Attested by: 

Hersert M. CAMPBELL, 
Assistant Secretary. 


No. 64,882-A 
Marcus Jeffrey vs National Educators Life Insurance Company 
In THE District Court oF TARRANT CouNTY, TExASs, 177¢H JupICcIAL DistRIcT 
ORDER GRANTING NEW TRIAL AND AGREED JUDGMENT 


On this the 8th day of June 1954, came on to be heard the Motion of National 
Educators Life Insurance Company to set aside the verdict of the jury on special 
issues and to grant a new trial herein; and such Motion having been presented to 
the Court in due time, manner, and form and with due notice to Plaintiff and his 
attorney ; and it appearing to the Court that such Motion should be GRANTED ; 

It is accordingly ORDERED, ADJUDGED, and DECREED that same be, and it is hereby, 
sustained and a NEW TRIAL herein is GRANTED. 

After the foregoing Action of the Court, Defendant, through its attorney, 
stated in open court that by reason of the fact that the claim forming the basis 
of this lawsuit was the sole claim arising out of or in connection with its insur- 
ance coverage of military personnel which National Educators Life Insurance 
Company had denied or contested, National Educators Life Insurance Company 
desired to and did voluntarily and expressly waive and forego any and all de- 
fenses, either of fact or of law, it had to the claim of Marcus N. Jeffrey and wife, 
Nora Mae Jeffrey, in the instant suit; and National Educators Life Insurance 
Company did offer and deliver to Al Clyde, attorney for Plaintiff, a check of 
National Educators Life Insurance Company in the sum of Five Thousand One 
Hundred Sixty-Nine and 20/100 ($5,169.20) Dollars, such check being payable 
to the order of Marcus N. Jeffrey and wife, Nora Mae Jeffrey, and Al Clyde, 
attorney. National Educators Life Insurance Company further offered to pay 

- all costs of Court in this pending lawsuit. Such offers were accepted by the 
attorney for Plaintiff in open court and such check was received by him in open 
court ; 

Therefore, it is hereby ORDERED, ADJUDGED, and DECREED by the Court that neither 
Marcus N. Jeffrey or his wife, Nora Mae Jeffrey, take anything further from 
National Educators Life Insurance Company by reason of this suit or of the 
claim forming the basis of this suit. 

Costs of suit are adjudged against the National Educators Life Insurance 
Company, and it appearing that such costs have been paid by it, it is ordered that 
no execution issue in connection therewith. 

Signed and entered this 8th day of June 1954. 

Jack M. LANGDON, Judge. 


Approved and Agreed to by Marcus N. Jeffrey and Nora Mae Jeffrey. 
By At Crypr, 
Attorney for Marcus N. Jeffrey and wife, Nora Mae Jeffrey. 
NATIONAL Epucators LIFE INSURANCE 
CoMPANY, 
By James M. WILLIAMSON, 
Attorney for National Educators Life Insurance Company. 
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The STaTe oF TEXAS, 
County of Tarrant: 


I, Mrs. Lewis D. Wall, Jr., Clerk of the District Courts of Tarrant County, 
Texas, do hereby certify that the above and foregoing is a true and correct copy 
of Order Granting New Trial and Agreed Judgment, in Cause No. 64832-A— 
Marcus Jeffrey vs. National Educators Life Insurance Company, as the same 
appears on the file and/or of record in my said office. 

GIVEN UNDER MY HAND and seal of said Court at office in the City of Fort 
Worth, Tarrant County, Texas, this the 3d day of November A. D. 1954. 


Mrs. Lewis W. WALL, Jr., 
Clerk, District Courts, Tarrant County, Teras. 
ETHEL Stutrs, Deputy. 


CONTRACT OF REINSURANCE BETWEEN NATIONAL Epucators Lire INSURANCE 
Company, Forr Worrn, Texas, AND SecurRItTY LIFE AND ACCIDENT COMPANY, 
DENVER, COLORADO 


This Contract entered into between the National Educators Life Insurance 
Company (hereinafter called the “Ceding Company”) and Security Life and 
Accident Company (hereinafter called “Security”). 


ARTICLE I. FACULTATIVE REINSURANCE 


1. On and after the effective date of this contract, whenever the Ceding Com- 
pany desires reinsurance, application therefor may be made to Security. Appli- 
cations may include reinsurance of Total and Permanent Disability Benefits 
(Waiver of Premium only) on an amount corresponding to the life reinsurance, 
and Double Indemnity. 

2. Copies of all pertinent papers including the original application, medical 
examination, inspection reports, statements, and all other information which 
the Ceding Company may have pertaining to the insurability of the risk, shall 
be sent to Security, together with a preliminary application for reinsurance, in 
form as shown by Exhibit A attached hereto. Security, upon review thereof, 
shall immediately notify the Ceding Company by telegram of its underwriting 
action. If Security’s offer is acceptable, the Ceding Company, as soon as possible 
and within seven days after issuance of its policy, will forward to Security a 
formal application in duplicate, in form as shown by Exhibit B attached hereto, 
indicating the amount insured under the original policy or policies and the 
amount reinsured. Said reinsurance application will be completed by Security 
as its policy of reinsurance, and one copy returned to the Ceding Company. 


ARTICLE I-A, AUTOMATIC REINSURANCE 


If the Ceding Company carries its full retention, in accordance with Exhibit D 
attached hereto, on a risk, automatic reinsurance for its excess is applicable 
under the following conditions: 


1. Standard Life and Premium Waiver Insurance 


When the Ceding Company shall issue standard insurance creating an excess 
above its standard retention, it shall reinsure exclusively with Security, sub- 
ject to the limitations hereinafter set out, and Security shall automatically 
accept for reinsurance, subject to the terms of this contract in the manner and 
under the conditions hereinafter set forth, the excess on all standard lives 
between the ages of 0 to 65 inclusive, whose surnames are spelled beginning with 
any letter from A to L, both inclusive. However, the amount reinsured with 
Security shall in no case exceed the amount retained by the Ceding Company 
or $1,500, if lesser, on military business or four times the amount retained by 
the Ceding Company on civilian business if the age at issue on a current appli- 
cation is between ages 15 to 65 inclusive, nor exceed the amount retained by 
the Ceding Company if such age at issue is between the ages 0 to 14, inclusive. 
Standard lives are defined to be those on which the Ceding Company will, at 
standard rates, issue and retain its maximum limit of insurance for the age 
and on the form of policy applied for without rating up or extra premium charge. 


2. Double-Indemnity Insurance 


When the Ceding Company shall issue Double-Indemnity insurance creating an 
excess above its retention, it shall reinsure exclusively with Security, subject to 
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the limitations hereinafter set out, and Security shall automatically accept for 
reinsurance, subject to the terms of this contract and in the manner and under 
the conditions hereinafter set forth, the excess on risks between the ages of 15 
to 55, inclusive, whose surnames are spelled beginning with any letter from A to 
L, both inclusive. However, the amount reinsured with Security when added to 
the amount retained by the Ceding Company shall in no case exceed $25,000 on a 
“Standard” or “Medium” risk, nor exceed $15,000 on a “Special” risk (as these 
terms are defined in Article V, paragraph 4 of this contract). 

3’. The liability of Security for automatic reinsurance shall be consummated 
as follows: 

(a) Upon approval by the Ceding Company of any application for insurance 
giving rise to an excess above its retention limit, reinsurance therefor, as pro- 
vided in this Article, shall arise through the use of an “Automatic Reinsurance 
Binding Notice,” in form as shown by Exhibit AA attached hereto. Security's 
liability shall attach immediately from the date that said binding notice, duly 
completed, is mailed to Security, provided Security shall have the right to termi- 
nate said liability by wiring its unfavorable action within three days of said 
mailing. The Ceding Company shall number the binding notices consecutively. 
Should any omission occur in the serial numbers, Security shall promptly notify 
the Ceding Company. Binding notices shall be signed by an officer or authorized 
employee of the Ceding Company. 

(b) When Security has become bound on a risk as provided herein, the Ceding 
Company shall, within seven days after issuance of its policy, mail to Security 
copies of the original application, medical examination, inspection reports, state- 
ments and all other information which the Ceding Company may have pertaining 
to the insurability of the risk, together with a formal reinsurance application in 
duplicate, in form as shown by Exhibit B attached hereto. Said reinsurance 
application will be completed by Security as its policy of reinsurance, and one 
copy returned to the Ceding Company. 


ARTICLE I-B,. PARTICIPATION PROVISION 


All life reinsurance ceded hereunder shall be on a participating basis as deter- 
mined by Security. Based upon the entire operations of its Reinsurance Depart- 
ment, Security will annually determine any divisible surplus to be distributed 
on reinsurance contracts containing a similar Provision, This contract, so long 
as it shall not have been terminated under Article XIX hereof, shall be credited 
annually, commencing not later than two years from the effective date hereof, 
with such share of said divisible surplus as may be apportioned thereto by the 
Company. Such dividend, so credited, shall be payable in cash. This par- 
ticipating provision is granted in consideration of the Ceding Company ceding 
and continuing to cede to Security, hereunder, 50 percent of its standard excess 
civilian business on an automatic basis. 


ARTICLE I-C. DEFINITIONS 


“Military business” is defined as insurance on the lives of persons in active 
military service. “Civilian business” is defined as insurance on the lives of per- 
sons not in active military service. 


ARTICLE II. REINSURANCE EXTENT 


On all reinsurance effected hereunder Security shall be liable to the Ceding 
Company in the same manner, and in all respects, as the Ceding Company is 
liable on its direct policy and all reinsurance will be subject to the terms and 
eonditions of the respective form of policy under which the Ceding Company 
shall be liable. The liability of Security shall begin simultaneously with that 
of the Ceding Company and shall not continue after the liability of the Ceding 
Company ceases. 

ARTICLE III, DOUBLE INDEMNITY 


1. No Double Indemnity reinsurance shall be ceded hereunder when, according 
to the information of the Ceding Company, the total Double Indemnity coverage 
in all companies on the risk, including the current application, exceeds $50,000. 

2. When there is no life reinsurance involved, Double Indemnity reinsurance 
shall be ceded by mailing to Security consecutively numbered D. I. Cession cards, 
in form as shown by Exhibit E hereto attached. These completed cards shall 
be forwarded within 24 hours, Sundays and Holidays excepted, after exceptance 
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of the risk by the Ceding Company. Should any omission occur in the serial 
numbers, Security shall promptly notify the Ceding Company. 

3. When the only form of reinsurance placed with Security on a policy is 
Double Indemnity, the D. I. Cession card shall be the evidence of the reinsur- 
ance, in lieu of all other reinsurance records. 


ARTICLE IV. PLAN OF REINSURANCE 


1. The life reinsurance shall be upon the Annual Renewable Term plan for 
the net amount at risk under the policy issued by the Ceding Company. The 
net amount at risk for each policy year is defined as the difference between the 
initial amount of reinsurance and the terminal reserve on the portion reinsured 
(according to the Ceding Company’s reserve standard) taken to the near dollar. 
However, if the original policy is issued on the Term plan for twenty years or 
less, terminal reserves shall be disregarded. 

2. Reinsurance of Disability and Double Indemnity Benefits shall be in accord- 
ance with the original forms of the Ceding Company. Copies of the Ceding 
Company’s rate books, policy forms, and Disability and Double-Indemnity riders 
shall be furnished to Security, and it shall be kept informed of any changes 
therein. 

3. The minimum amount of insurance risk to be reinsured on any one life shall 
be $500. 


ARTICLE CONSIDERATION 


1. The reinsurance premiums, both first year and renewal, to be paid for life 
reinsurance of standard and table-rated substandard risks shall be in accordance 
with the schedule of rates attached hereto and marked Exhibit C. 

2. When the original policy is issued with a flat extra premium, the reinsur- 
ance premium shall be increased by the flat extra premium corresponding ta 
the initial amount reinsured hereunder, less the following commissions: 


Permanent extras (for more than 5 years) 


Percent 

Temporary extras (for 5 years or less) 


(No commission allowance is granted first year for pilots with less than 100 
flight hours.) 

3. The premiums to be paid for reinsurance of Disability and Juvenile Payor 
Benefits shall be the premium for such benefits on the original policy correspond- 
ing to the amount reinsured, less the following commissions: 


Percent 


4. The premiums to be paid for Double-Indemnity reinsurance shall be based 
upon the occupational classification of Security which shall be furnished to the 
Ceding Company upon request. 


Rates per thousand 


Renewal 
years 


Classification First year 


Medium (14) 5 
Special (2) 


The renewal premiums shall be payable as long as the reinsurance remains in 
force. 


5. When Security is not required to pay State premium taxes upon reinsur- 
ance premium received from the Ceding Company, Security shall reimburse the 
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Ceding Company for any such taxes as the latter may be required to pay with 
respect to that part of premium received under the Ceding Company’s original 
policies which is remitted to Security as reinsurance premium. 


ARTICLE VI. EXPENSE OF ORIGINAL POLICY 


The Ceding Company shall bear the expense of all medical examinations, in- 
spection fees and other charges incurred in connection with the original policy. 


ARTICLE VII. PAYMENT OF REINSURANCE PREMIUMS 


Premiums for reinsurance hereunder shall be paid by the Ceding Company 
annually in advance for each policy year. The first year reinsurance premium 
on each policy shall be due and payable within 75 days after the reinsurance has 
become effective. The rerewal reinsurance premiums on each policy shall be 
due and payable within 60 days after the beginning of each policy year thereof. 


ARTICLE VIII. ERRORS AND OMISSIONS ~ 


Failure to pay any reinsurance premium with relation to any policy within 
the time limit set forth in the preceding Article shall automatically terminate 
the liability of Security with relation to such policy. However, in event non- 
payment of such premium within the time specified or failure to comply with 
any terms of this contract is shown to be unintentional and the result of mis- 
understanding or oversight on the part of either the Ceding Company or Security, 
both Companies shall be restored to the positions they would have occupied had 
no such error or oversight occurred. But, in no case shall this Article operate 
to increase the loss of Security beyond the amount actually retained by it on the 
particular policy. 


ARTICLE IX. REINSTATEMENT 


If a reinsured policy has lapsed for nonpayment of premium and is reinstated 
in accordance with its terms and the rules of the Ceding Company, the reinsur- 
ance under such policy shall be reinstated automatically by Security. Notice of 
reinstatement shall be mailed to Security within ten days of the effective date. 
If all policies issued by the Ceding Company on the risk are fully reinsured, or 
if the Ceding Company does not retain its full retention on the risk, all papers 
bearing on the insurability of the risk must be submitted to Security for ap- 
proval before reinstatement. In connection with all reinstatements the Ceding 
Company shall pay Security all reinsurance premiums in arrears with interest 
at the same rate and in like manner as the Ceding Company has received under 
its policy. 


ARTICLE X. EXTENDED INSURANCE 


If a policy reinsured with Security shall enter upon Extended Insurance, the 
facts shall be reported to Security. Thereupon Security will issue in exchange 
for its original insurance policy an Annual Increasing Renewable Term policy 
on the net amount at risk plan, with rates for the original mortality classifica- 
tion, for an initial amount being the same proportionate share of the amount 
of insurance extended as the portion of the risk originally reinsured with 
Security bore to the total original amount of the policy. If the amount of 
Extended Insurance thus reinsured by Security would be less than $500, such . 
reinsurance shall be cancelled as of the date of commencement of the Extended 
Insurance. 
If the Ceding Company shall reinstate the Extended Insurance to a premium- 
paying basis, the liability of Security shall automatically be restored and ad- 
justment in premium shall be made as if the policy had not entered upon = 
Extended Insurance; provided Security shall receive notice of such reinstatement 
not later than ten days after it has been affected. 


ARTICLE XI, CHANGES 


If any change which affects the reinsurance hereunder shall be made in the 
policy issued by the Ceding Company, the Ceding Company shall immediately 
notify Security thereof. 
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ARTICLE XII. REDUCTIONS AND TERMINATIONS 


1. If any portion of the insurance carried by the Ceding Company on a life 
reinsured hereunder shall be terminated, the amount of reinsurance carried 
by the Ceding Company on that life shall be reduced by a like amount as of the 
date and time of the termination of the original insurance; if the amount of 
insurance terminated exceeds the total amount of reinsurance carried by the 
Ceding Company on the life, all such reinsurance shall be terminated. 

2. The reduction shall be applied first to the reinsurance directly applicable 
to the Ceding Company’s policy which is reduced or cancelled, the reinsurance of 
Security being reduced by an amount which shall be the same proportion of 
the amount of insurance terminated that Security’s reinsurance bore to the 
total amount of reinsurance under that particular policy. 

38. If any portion of the terminated insurance was retained by the Ceding 
Company for its own risk, a reduction equal to the amount of such retention shall 
be made in the reinsurance in force under other policies on the life, such re- 
duction to be applied to the reinsurance effected subsequent to the issuance of 
the insurance being terminated in the same chronological order as such rein- 
surance was effected. In interpreting this paragraph, policies issued concur- 
rently on the same plan and at the same mortality rating shall be considered as 
one policy, and reductions shall be applied first to reinsurance policies carry- 
ing the same mortality rating as the terminated insurance; any company in- 
terested in the reinsurance terminated under a particular policy shall have its 
reinsurance reduced by an amount which shall be the same proportion of the 
amount of reinsurance so terminated that such company’s reinsurance under 
the particular policy bears to the total amount of reinsurance under said policy. 
If the terminated insurance carried with it Disability, or other supplemental 
benefits, the reinsurance of such benefits, if any, shall be reduced in the same 
manner as above provided for the reduction of life reinsurance. The principle 
to be observed is that the retention of the Ceding Company is to be maintained 
unchanged. 

4. It is agreed, however, that in no case shall the Ceding Company be re- 
quired to assume a risk for an amount in excess of its regular retention limit 
for the age at issue and mortality rating of the policy under which reinsurance 
is being terminated. 

5. Security shall refund to the Ceding Company all unearned premiums which 
arise, either because of reductions in reinsurance brought about as provided in 
the previous paragraphs or because the Ceding Company shall have paid a 
premium to Security after its own policy shall have been discontinued or to 
a date later than that to which premiums were paid by the insured. 


ARTICLE XTII, CHANGES IN RETENTION LIMITS 


1. The reinsurance under this contract shall be maintained in force as long 
as the original amount of insurance issued by the Ceding Company on a life 
shall be maintained without reduction, except as hereinafter provided. 

2. In case the Ceding Company shall increase its maximum limit of reten- 
tion on policies issued on a standard basis, as shown by Exhibit D attached 
hereto, a corresponding reduction may be made at the option of the Ceding Com- 
pany in the standard reinsurance then in force under this contract on the next 
anniversary date of those individual policies which have been on the books of 
Security at least five full years. Those individual policies which have not 
been reinsured in Security five full years at time of increase in retention of 
the Ceding Company may be reduced on the fifth anniversary of such individual 
reinsurance policies. 

3. In order to effect such reductions, the Ceding Company shall give written 
notice to Security of such increase in retention and thereafter the reinsurance 
shall be reduced by such an amount in each case as will increase the amount of 
total insurance to be carried by the Ceding Company at its own risk to its then 
maximum, but if any policy of reinsurance be so reduced, all policies of rein- 
surance issued hereunder on standard risks shall be similarly reduced, subject 
to the restrictions herein. If the Ceding Company carries reinsurance on a 
standard risk distributed on two or more of its policies, the necessary reduction 
is to be applied in the same chronological order as the reinsurance was effected. 
If two or more reinsurers participate in the reinsurance on any policy, the 
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reduction on such policy is to be applied pro rata to the reinsurance on such 
policy, according to the portion of the reinsurance carried by each reinsurer. 

4. In the event that the Ceding Company overlooks any reductions or cancel- 
lations of reinsurance which should be made on account of such an increase in its 
retention limit, the acceptance by Security of reinsurance premiums under such 
circumstances and after the effective dates of the reductions or cancellations 
shall not constitute or determine a liability on the part of Security for such 
reinsurance, and Security shall be liable only for a refund of the premium so 
received. 

5. As used in this Article, the term “standard” shall mean insurance in which 
the Ceding Company retains its maximum limit of retention, effective at the 
time reinsurance is obtained for the age and form of contract for which appli- 
cation is made and at its standard premium rates; all other risks (including 
risks of which no part is retained by the Ceding Company) shall be considered 
as substandard. 


ARTICLE XIV. INSPECTIONS 


Security shall have the right at any reasonable time to inspect at the office 
of the Ceding Company all books, papers, and documents relating to the rein- 
surance under this agreement. 


ARTICLE XV. CLAIMS 


1. Whenever a claim is made under a policy of the Ceding Company which 
has been reinsured hereunder, whether the claim is under the strict policy con- 
ditions or under a compromise or otherwise, the settlement made by the Ceding 
Company shall be unconditionally binding on Security. However, if the amount 
of Disability or Double Indemity Benefits reinsured by Security exceeds that 
retained by the Ceding Company, Security shall be consulted before the admis- 
sion or acknowledgment of a claim for Double Indemnity or Disability is made 
by the Ceding Company. 

2. Any suit or claim may be contested or compromised by the Ceding Company 
and in ease of a reduction of the claim made upon the Ceding Company, Security 
shall participate in such reduction in the proportion that the net amount at 
risk carried by Security bears to the total amount at risk of the policy on which 
the reinsurance was placed. Any expense incurred by the Ceding Company 
in defending, settling, or investigating any claim or taking up or rescinding 
any policy reinsured hereunder shall be shared in the same proportion. Com- 
pensation of salaried officers and employees of the Ceding Company shall not be 
deemed claim expense. If, however, after receiving notice of the Ceding Com- 
pany’s intention to contest the claim it is the opinion of Security that such 
course of action is inadvisable, Security may remit to the Ceding Company the 
amount of reinsurance in force under its reinsurance policy and Security shall 
thereupon be completely discharged from all liability thereunder. 

3. In case of loss, copies of the proofs accepted by the Ceding Company shall like- 
wise be taken as sufficient by Security (subject to the first paragraph of this 
Article). Copies thereof and evidence of payment of claim by the Ceding Com- 
pany shall be furnished to Security before payment shall be demanded of it. 

4. In event of an increase or reduction in the amount of the Ceding Company’s 
insurance on any policy reinsured hereunder because of an error in age being 
established after the death of the Insured, Security shall share in such increase 
or reduction in the proportion outlined in Paragraph 2 of this Article. 


ARTICLE XVI. INSOLVENCY OF CEDING COMPANY 


1. The reinsurance shall be payable, in the event of the insolvency of the 
Ceding Company, on the basis of the liability of the Ceding Company under the 
contract or contracts reinsured without diminution because of the insolvency of 
the Ceding Company. The liquidator or receiver shall give written notice of 
the pendency of a claim against the insolvent Ceding Company on the policy 
reinsured within a reasonable time after such claim is filed in the insolvency pro- 
ceeding, and during the pendency of such claim Security may investigate such 
claims and interpose, at its own expense, in the proceeding where such claim is 
to be adjudicated any defense or defenses which it may deem available to the 
Ceding Company or its liquidator or receiver. 

2. The expense thus incurred by Security shall be chargeable subject to court 
approval against the insolvent Ceding Company as a part of the expense of liqui- 
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dation to the extent of a proportionate share of the benefit which may accrue 
to the Ceding Company solely as a result of the defense undertaken by Security. 
When one or more other reinsurers are involved with Security and a majority 
in interest elect to interpose defense to such claim, the expense shall be appor- 
tioned in accordance with the terms of the reinsurance agreement(s) as though 
such expense had been incurred by the Ceding Company. 


ARTICLE XVII. ARBITRATION 


In case of any question or dispute arising between the Ceding Company and 
Security relative to any transaction under this contract regarding which said 
companies are unable to agree, such question shall be referred to three arbitra- 
tors to be chosen from the officers of life insurance companies, one of said arbitra- 
tors to be chosen by the Ceding Company, another by Security, and the third by 
the two arbitrators first provided for. The decision of said arbitrators, in any 
matter submitted to them, shall be final and binding upon both parties hereto and 
the expense of said arbitration shall be divided equally between the Ceding Com- 
pany and Security. 


ARTICLE XVIII. PARTIES TO CONTRACT 


This is a contract solely between the Ceding Company and Security. Reinsur- 
ance hereunder shall not create any right or legal relation whatever between 
Security and the insured or the beneficiary under any policy of the Ceding Com- 
pany which may be reinsured hereunder. 


ARTICLE XIX. EFFECTIVE DATE 


This contract shall be effective as of the 18th day of July 1950, and shall be 
unlimited as to its duration but may be terminated at any time, insofar as it 
pertains to the handling of new business thereafter, by either party giving thirty 
days written notice of termination. Security shall continue to accept reinsur- 
ance during the thirty days aforesaid and shall remain liable on all reinsurance 
granted under this contract until the termination or expiry of the insurance 
reinsured. 

In witness whereof, the said National Educators Life Insurance Company of 
Fort Worth, Texas, and said Security Life and Accident Company of Denver, 
Colorado, have by their respective officers executed and delivered these presents 
in duplicate this 21st day of July 1950. 


NATIONAL Epucators Lire INSURANCE COMPANY, 
By Geo. N. Winnuisn, Vice President. 


Attest: 
Hersert M. CAMPBELL, Asst. Secretary. 
Security LIFE AND ACCIDENT CoMPANY, 
By W. J. McLernsan, Vice President. 
Attest: 


Witiarp J. Katcuer, Asst. Secretary. 
AMENDMENT TO REINSURANCE CONTRACT, DATED JULY 21, 1950 


It is hereby understood and agreed that paragraphs 1 and 2 of Article 1-A are 
hereby amended to include automatic cession of the excess of all standard lives 
between the ages of O-65 inclusive whose surnames are spelled beginning with 
any letter from A to Z. 

Military risks may be ceded and Security shall automatically accept such risks 
in accordance with the following provisions and limitations. 

All aviation risks written by National Edueators prior to December 6, 1952, 
shall be accepted up to $5,000 maximum amount where National Educators has 
retained $5,000 at their own risk. An extra rating of $12.00 per thousand per 
vear shall be paid for such aviation risk. Any aviation risks written after 
December 6 and ceded to Security shall be issued with an aviation exclusion rider 
only. 

Security shall accepted commissioned officers of the Army, Navy and Air 
Corps of the United States for a maximum limit of $10,000, on cases where Na- 
tional Educators retain $5,000 at their own risk. National Educators shall pay 
the regular reinsurance rate as provided by the contract plus $5.00 extra per 
thousand per year. No members of the Marine Corps shall be accepted by 
Security. 
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In all other respects not inconsistent herewith, the master reinsurance agree- 
ments now in effect between the parties shall govern the detail of handling each 
cession. Each party agrees to keep the other informed as to any change in its 
underwriting practices and rating classifications. This special agreement may 
be terminated by either party upon thirty days written notice. 

IN WITNESS WHEREOF, the parties hereto have caused this agreement 
to be executed this 3rd day of December 1952. 

Security Lire AND ACCIDENT COMPANY, 
By Geo. J. McGuirk, Vice President. 

NATIONAL Epucators Lire INSURANCE COMPANY. 
By Geo. V. WIMBISH. 


CONTRACT OF REINSURANCE BETWEEN Mip CONTINENT LIFE INSURANCE COMPANY, 
Fort Wortn, Texas, AND Security LIFE AND ACCIDENT COMPANY, DENVER, 
COLORADO 


This Contract entered into between the Mid Continent Life Insurance Com- 
pany (hereinafter called the “Ceding Company”) and Security Life and Accident 
Company (hereinafter called “Security” ) 


ARTICLE I, FACULTATIVE REINSURANCE 


1. On and after the effective date of this contract, whenever the Ceding Com- 
pany desires reinsurance, application therefor may be made to Security. Applica- 
tions may include reinsurance of Total and Permanent Disability Benefits 
(Waiver of Premium only) on an amount corresponding to the life reinsurance, 
and Double Indemnity. 

2. Copies of all pertinent papers including the original application, medical 
examination, inspection reports, statements and all other information which the 
Ceding Company may have pertaining to the insurability of the risk, shall be 
sent to Security, together with a preliminary application for reinsurance, in form 
as shown by Exhibit A attached hereto. Security, upon review thereof, shall 
immediately notify the Ceding Company by telegram of its underwriting action. 
If Security’s offer is acceptable, the Ceding Company, as soon as possible and 
within seven days after issuance of its policy, will forward to Security a formal 
application in duplicate, in form as shown by Exhibit B attached hereto, indi- 
cating the amount insured under the original policy or policies and the amount 
reinsured. Said reinsurance application will be completed by Security as its 
policy of reinsurance, and one copy returned to the Ceding Company. 


ARTICLE I-A, AUTOMATIC REINSURANCE 


If the Ceding Company carries its full retention, in accordance with Exhibit 
D attached hereto, on a risk, automatic reinsurance for its excess is applicable 
under the following conditions: 


1. Standard Life and Premium Waiver Insurance 

When the Ceding Company shall issue standard insurance creating an excess 
above its standard retention, it shall reinsure exclusively with Security, sub- 
ject to the limitations hereinafter set out, and Security shall automatically 
accept for reinsurance, subject to the terms of this contract in the manner and 
under the conditions hereinafter set forth, the excess on all standard lives 
between the ages of 0 to 65 inclusive, whose surnames are spelled beginning 
with any letter from A to Z, both inclusive. However, the amount reinsured 
with Security shall in no case exceed four times the amount retained by the 
Ceding Company if the age at issue on a current application is between ages 
0 to 65, inclusive. Standard lives are defined to be those on which the Ceding 
Company will, at standard rates, issue and retain its maximum limit of insur- 
ance for the age and on the form of policy applied for without rating up or 
extra premium charge. 


2. Double Indemnity Insurance 

When the Ceding Company shall issue Double Indemnity insurance creating 
an excess above its retention, it shall reinsure exclusively with Security, subject 
to the limitations hereinafter set out, and Security shall automatically accept 
for reinsurance, subject to the terms of this contract and in the manner and 
under the conditions hereinafter set forth. the excess on risks between the 
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ages of 15 to 55 inclusive, whose surnames are spelled beginning with any 
letter from A to Z, both inclusive. However, the amount reinsured with Security 
when added to the amount retained by the Ceding Company shall in no case 
exceed $25,000 on a “Standard” or “Medium” risk, nor exceed $15,000 on a 
“Special” risk (as these terms are defined in Article V, paragraph 4 of this 
contract). 

8. The liability of Security for automatic reinsurance shall be consummated 
as follows: 

(a) Upon approval by the Ceding Company of any application for insurance 
giving rise to an excess above its retention limit, reinsurance therefor, as pro- 
vided in this Article, shall arise through the use of an “Automatic Reinsurance 
Binding Notice,” in form as shown by Exhibit AA attached hereto and Security’s 
liability shall attach immediately upon approval of such application by the 
Ceding Company. The Ceding Company shall number the binding notices con- 
secutively. Should any omission occur in the serial numbers, Security shall 
promptly notify the Ceding Company. Binding notices shall be signed by an 
officer or authorized employee of the Ceding Company. 

(b) When Security has become bound on a risk as provided herein, the 
Ceding Company shall, within seven days after delivery of its policy, mail to 
Security copies of the original application, medical examination, inspection 
reports, statements and all other information which the Ceding Company may 
have pertaining to the insurability of the risk, together with a formal reinsur- 
ance application in duplicate, in form as shown by Exhibit B attached hereto. 
Said reinsurance application will be completed by Security as its policy of 
reinsurance, and one copy returned to the Ceding Company. 


ARTICLE I-—B, PARTICIPATION PROVISION 


All life reinsurance ceded hereunder shall be on a participating basis as 
determined by Security. Based upon the entire operations of its Reinsurance 
Department, Security will annually determine any divisible surplus to be dis- 
tributed on reinsurance contracts containing a similar Provision. This contract, 
so long as it shall not have been terminated under Article XIX hereof, shall 
be credited annually, with such share of said divisible surplus as may be 
aportioned thereto by the Company. Such dividend, so credited, shall be pay- 
able in cash. This participating provision is granted in consideration of the 
Ceding Company ceding and continuing to cede to Security, hereunder, 100%, 
of its standard excess on an automatic basis. 


ARTICLE II. REINSURANCE EXTENT 


On all reinsurance effected hereunder Security shall be liable to the Ceding 
Company in the same manner, and in all respects, as the Ceding Company is 
liable on its direct policy and all reinsurance will be subject to the terms and 
conditions of the respective form of policy under which the Ceding Company 
shall be liable. The liability of Security shall begin simultaneously with that of 
the Ceding Company and shall not continue after the liability of the Ceding 
Company ceases. 

ARTICLE III, DOUBLE INDEMNITY 


1. No Double Indemnity reinsurance shall be ceded hereunder when, according 
to the information of the Ceding Company, the total Double Indemnity coverage 
in all companies on the risk, including the current application, exceeds £50,000. 

2. When there is no life reinsurance involved, Double Indemnity reinsurance 
shall be ceded by mailing to Security consecutively numbered D. I. Cession cards, 
in form as shown by Exhibit FE hereto attached. These completed cards shall be 
forwarded within 24 hours, Sundays and Holidays excepted, after exceptance of 
the risk by the Ceding Company. Should any omission occur in the serial num- 
bers, Security shall promptly notify the Ceding Company. 

8. When the only form of reinsurance placed with Security on a policy is 
Double Indemnity, the D. I. Cession card shall be the evidence of the reinsurance, 
in lieu of all other reinsurance records. 


ARTICLE IV. PLAN OF REINSURANCE 
1. The life reinsurance shall be upon the Annual Renewable Term plan for 


the net amount at risk under the policy issued by the Ceding Company. The net 
amount at risk for each policy year is defined as the difference between the 
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initial amount of reinsurance and the terminal reserve on the portion reinsured 
(according to the Ceding Company’s reserve standard) taken to the near dollar. 
However, if the original policy is issued on the Term plan for twenty years or 
less, terminal reserves shall be disregarded. 

2. Reinsurance of Disability and Double Indemnity Benefits shall be in accord- 
ance with the original forms of the Ceding Company. Copies of the Ceding 
Company’s rate books, policy forms, and Disability and Double indemnity riders 
shall be furnished to Security, and it shall be kept informed of any changes 
therein. 

3. The minimum amount of insurance risk to be reinsured on any one life 
shall be $500. 

ARTICLE V. CONSIDERATION 


1. The reinsurance premiums, both first year and renewal, to be paid for life 
reinsurance of standard and table-rated substandard risks shall be in accordance 
with the schedule of rates attached hereto and marked Exhibit C. 

2. When the original policy is issued with a flat extra premium, the reinsurance 
premium shall be increased by the flat extra premium corresponding to the initial 
amount reinsured hereunder, less the following commissions: 


Permanent ertras (for more than 5 years) 
Percent 
First year 
Thereafter 


Percent 


None 
10 


(No commission allowance is granted first year for pilots with less than 100 
flight hours.) 

3. The premiums to be paid for reinsurance of Disability and Juvenile Payor 
Benelits shall be the premium for such benefits on the original policy correspond- 
ing to the amount reinsured, less the following commissions: 


Percent 
4. The premiums to be paid for Double Indemnity reinsurance shall be based 
upon the occupational classifications of Security which shall be furnished to the 
Ceding Company upon request. 


Rates per thousand 


Renewal 


Classification First year years 


Standard (1) $1.10 
Medium (144) 4 1.50 
Special (2) 1.90 


The renewal premiums shall be payable as long as the reinsurance remains in 
force. 

5. When Security is not required to pay State premium taxes upon reinsurance 
premium received from the Ceding Company, Security shall reimburse the Ceding 
Company for any such taxes as the latter may be required to pay with respect 
to that part of premium received under the Ceding Company’s original policies 
which is remitted to Security as reinsurance premium. 


ARTICLE VI. EXPENSE OF ORIGINAL POLICY 


The Ceding Company shall bear the expense of all medical examinations, in- 
spection fees and other charges incurred in connection with the original policy. 


rary extras (for 5 years or less 
Temporary ’ (for 5 y ) 
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ARTICLE VII. PAYMENT OF REINSURANCE PREMIUMS 


Premiums for reinsurance hereunder shall be paid by the Ceding Company 
annually in advance for each policy year. The first year reinsurance premium 
on each policy shall be due and payable within 75 days after the reinsurance 
has become effective. The renewal reinsurance premiums on each policy shall 
be due and payable within 60 days after the beginning of each policy year 
thereof. 

ARTICLE VIII. ERRORS AND OMISSIONS 


Failure to pay any reinsurance premium with relation to any policy within 
the time limit set forth in the preceding Article shall automatically terminate 
the liability of Security with relation to such policy. However, in event non- 
payment of such premium within the time specified or failure to comply with 
any terms of this contract is shown to be unintentional and the result of mis- 
understanding or oversight on the part of either the Ceding Company or Se- 
curity, both Companies shall be restored to the positions they would have occu- 
pied had no such error or oversight occurred. But, in no case shall this Article 
operate to increase the loss of Security beyond the amount actually retained 
by it on the particular policy. 


ARTICLE IX, REINSTATEMENT 


If a reinsured policy has lapsed for nonpayment of premium and is reinstated 
in accordance with its terms and the rules of the Ceding Company, the reinsur- 
ance under such policy shall be reinstated automatically by Security. Notice 
of reinstatement shall be mailed to Security within ten days of the effective 
date. If all policies issued by the Ceding Company on the risk are fully re 
insured, or if the Ceding Company does not retain its full retention on the risk, 
all papers bearing on the insurability of the risk must be submitted to Security 
for approval before reinstatement. In connection with all reinstatements the 
Ceding Company shall pay Security all reinsurance premiums in arrears with 
interest at the same rate and in like manner as the Ceding Company has received 
under its policy. 

ARTICLE X. EXTENDED INSURANCE 


If a policy reinsured with Security shall enter upon Extended Insurance, the 
facts shall be reported to Security. Thereupon Security will issue in exchange 
for its original insurance policy an Annual Increasing Renewable Term policy 
on the net amount at risk plan, with rates for the original mortality classifica- 
tion, for an initial amount being the same proportionate share of the amount of 
insurance extended as the portion of the risk originally reinsured with Security 
bore to the total original amount of the policy. If the amount of Extended In- 
surance thus reinsured by Security would be less than $500, such reinsurance 
shall be cancelled as of the date of commencement of the Extended Insurance. 

If the Ceding Company shall reinstate the Extended Insurance to a premium- 
paying basis, the liability of Security shall automatically be restored and ad- 
justment in premium shall be made as if the policy had not entered upon Ex- 
tended Insurance; provided Security shall receive notice of such reinstatement 
not later than ten days after it has been affected. 


ARTICLE XI. CHANGES 


If any change which affects the reinsurance hereunder shall be made in the 
policy issued by the Ceding Company, the Ceding Company shall immediately 
notify Security thereof. 


ARTICLE XII. REDUCTIONS AND TERMINATIONS 


1. If any portion of the insurance carried by the Ceding Company on a life 
reinsured hereunder shal] be terminated, the amount of reinsurance carried by 
the Ceding Company on that life shall be reduced by a like amount as of the 
date and time of the termination of the original insurance; if the amount of 
insurance terminated exceeds the total amount of reinsurance carried by the 
Ceding Company on the life, all such reinsurance shall be terminated. 

2. The reduction shall be applied first to the reinsurance directly applicable 
to the Ceding Company’s policy which is reduced or cancelled, the reinsurance 
of Security being reduced by an amount which shall be the same preportion of 
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the amount of insurance terminated that Security's reinsurance bore to the total 
amount of reinsurance under that particular policy. 

8. If any portion of the terminated insurance was retained by the Ceding 
Company for its own risk, a reduction equal to the amount of such retention 
shall be made in the reinsurance in force under other policies on the life, such 
reduction to be applied to the reinsurance effected subsequent to the issuance of 
the insurance being terminated in the same chronological order as such rein- 
surance was effected. In interpreting this paragraph, policies issued concur- 
rently on the same plan and at the same mortality rating shall be considered 
as one policy, and reductions shall be applied first to reinsurance policies carry- 
ing the same mortality rating as the terminated insurance; any company inter- 
ested in the reinsurance terminated under a particular policy shall have its rein- 
surance reduced by an amount which shall be the same proportion of the amount 
of reinsurance so terminated that such company’s reinsurance under the par- 
ticular policy bears to the total amount of reinsurance under said policy. 
If the terminated insurance carried with it Disability, or other supplemental 
benefits, the reinsurance of such benefits, if any, shall be reduced in the same 
manner as above provided for the reduction of life reinsurance. The prin- 
ciple to be observed is that the retention of the Ceding Company is to be main- 
tained unchanged. 

4. It is agreed, however, that in no case shall the Ceding Company be re- 
quired to assume a risk for an amount in excess of its regular retention limit for 
the age at issue and mortality rating of the policy under which reinsurance 
is being terminated. 

5. Security shall refund to the Ceding Company all unearned premiums which 
arise, either because of reductions in reinsurance brought about as provided in 
the previous paragraphs or because the Ceding Company shall have paid a 
premium to Security after its own policy shall have been discontinued or to a 
date later than that to Which premiums were paid by the insured. 


ARTICLE XIII. CHANGES IN RETENTION LIMITS 


1. The reinsurance under this contract shall be maintained in force as long 
as the original amount of insurance issued by the Ceding Company on a life 
shall be maintained without reduction, except as hereinafter provided. 

2. In case the Ceding Company shall increase its maximum limit of retention 
on policies issued on a standard basis, as shown by Exhibit D attached hereto, 
a corresponding reduction may be made at the option of the Ceding Company 
in the standard reinsurance then in force under this contract on the next anni- 
versary date of those individual policies which have been on the books of Security 
at least five full years. Those individual policies which have not been reinsured 
in Security five full years at time of increase in retention of the Ceding Company 
may be reduced on the fifth anniversary of such individual reinsurance policies. 

3. In order to effect such reductions, the Ceding Company shall give written 
notice to Security of such increase in retention and thereafter the reinsurance 
shall be reduced by such an amount in each case as will increase the amount of 
total insurance to be carried by the Ceding Company at its own risk to its then 
maximum, but if any policy of reinsurance be so reduced, all policies of reinsur- 
ance issued hereunder on standard risks shall be similarly reduced, subject to 
the restrictions herein. If the Ceding Company carries reinsurance on a stand- 
ard risk distributed on two or more of its policies, the necessary reduction is to 
be applied in the same chronological order as the reinsurance was effected. If 
two or more reinsurers participate in the reinsurance on any policy, the reduction 
on such policy is to be applied pro rata to the reinsurance on such policy, accord- 
ing to the portion of the reinsurance carried by each reinsurer. 

4. In the event that the Ceding Company overlooks any reductions or can- 
cellations of reinsurance which should be made on account of such an increase 
in its retention limit, the acceptance by Security of reinsurance premiums under 
such circumstances and after the effective dates of the reductions or cancella- 
tions shall not constitute or determine a liability on the part of Security for such 
reinsurance, and Security shall be liable only for a refund of the premium so 
received. 

5. As used in this Article, the term “standard” shall mean insurance in which 
the Ceding Company retains its maximum limit of retention, effective at the time 
reinsurance is obtained for the age and form of contract for which application is 
made and at its standard premium rates; all other risks (including risks of which 
no part is retained by the Ceding Company) shall be considered as substandard. 
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ARTICLE XIV. INSPECTIONS 


‘ Security shall have the right at any reasonable time to inspect at the office of 
the Ceding Company all books, papers, and documents relating to the reinsurance 
under this agreement. 


ARTICLE XV. CLAIMS 


1. Whenever a claim is made under a policy of the Ceding Company which 
has been reinsured hereunder, whether the claim is under the strict policy con- 
ditions or under a compromise or otherwise, the settlement made by the Ceding 
Company shall be unconditionally binding on Security. However, if the amount 
of Disability or Double Indemnity Benefits reinsured by Security exceeds that 
retained by the Ceding Company, Security shall be consulted before the admis- 
sion or acknowledgment of a claim for Double Indemnity or Disability is made 
by the Ceding Company. 

2. Any suit or claim may be contested or compromised by the Ceding Company 
and in case of a reduction of the claim made upon the Ceding Company, Security 
shall participate in such reduction in the proportion that the net amount at risk 
carried by Security bears to the total amount at risk of the policy on which the 
reinsurance was placed. Any expense incurred by the Ceding Company in 
defending, settling, or investigating any claim or taking up or rescinding any 
policy reinsured hereunder shall be shared in the same proportion. Compensa- 
tion of salaried officers and employees of the Ceding Company shall not be deemed 
claim expense. If, however, after receiving notice of the Ceding Company’s 
intention to contest the claim it is the opinion of Security that such course of 
action is inadvisable, Security may remit to the Ceding Company the amount of 
reinsurance in force under its reinsurance policy and Security shall thereupon 
be completely discharged from all liability thereunder. 

3. In case of loss, copies of the proofs accepted by the Ceding Company shall 
likewise be taken as sufficient by Security (subject to the first paragraph of this 
Article). Copies thereof and evidence of payment of claim by the Ceding Com- 
pany shall be furnished to Security before payment shall be demanded of it. 

4. In event of an increase or reduction in the amount of the Ceding Company's 
insurance on any policy reinsured hereunder because of an error in age being 
established after the death of the Insured, Security shall share in such increase 
or reduction in the proportion outlined in Paragraph 2 of this Article. 


ARTICLE XVI, INSOLVENCY OF CEDING COMPANY 


1. The reinsurance shall be payable, in the event of the insolvency of the 
Ceding Company, on the basis of the liability of the Ceding Company under the 
contract or contracts reinsured without diminution because of the insolvency 
of the Ceding Company. The liquidator or receiver shall give written notice 
of the pendency of a claim against the insolvent Ceding Company on the policy 
reinsured within a reasonable time after such claim is filed in the insolvency 
proceeding, and during the pendency of such claim Security may investigate 
such claims and interpose, at its own expense, in the proceeding where such 
claim is to be adjudicated any defense or defenses which it may deem available 
to the Ceding Company or its liquidator or receiver. 

2. The expense thus incurred by Security shall be chargeable subject to court 
approval against the insolvent Ceding Company as a part of the expense of 
liquidation to the extent of a proportionate share of the benefit which may 
accrued to the Ceding Company solely as a result of the defense undertaken 
by Security. When one or more other reinsurers are involved with Security 
and a majority in interest elect to interpose defense to such claim, the expense 
shall be apportioned in accordance with the terms of the reinsurance agree- 
ment(s) as though such expense had been incurred by the Ceding Company. 


ARTICLE XVII. ARBITRATION 


In case of any question or dispute arising between the Ceding Company and 
Security relative to any transaction under this contract regarding which said 
companies are unable to agree, such questions shall be referred to three arbitra- 
tors to be chosen from the officers of life insurance companies, one of said 
arbitrators to be chosen by the Ceding Company, another by Security, and the 
third by the two arbitrators first provided for. The decision of said arbitrators, 
in any matter submitted to them, shall be final and binding upon both parties 
hereto and the expense of said arbitration shall be divided equally between the 
Ceding Company and Security. 
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ARTICLE XVIII. PARTIES TO CONTRACT 


This is a contract solely between the Ceding Company and Security. Rein. 
surance hereunder shall not create any right or legal relation whatever between 
Security and the insured or the beneficiary under any policy of the Ceding 
Company which may be reinsured hereunder. 


ARTICLE XIX. EFFECTIVE DATE 


This contract shall be effective as of the 10th day of August 1953, or at such 
earlier date as determined by the Ceding Company and upon notice to Security, 
and shall be unlimited as to its duration but may be terminated at any time, 
insofar as it pertains to the handling of new business thereafter, by either 
party giving thirty days written notice of termination. Security shall continue 
to accept reinsurance during the thirty days aforesaid and shall remain liable on 
all reinsurance granted under this contract until the termination or expiry of the 
insurance reinsured, 

IN WITNESS WHEREOF, the said Mip CONTINENT LIFE INSURANCE COMPANY of 
Fort Worth, Texas, and said Security Life and Accident Company of Denver, 
Colorado, have by their respective officers executed and delivered these presents 
in duplicate this 10th day of August 1953. 

Mip ConTINENT Lire INSURANCE COMPANY, 


President. 


Attest: 
, Secretary. 
Security LIFE AND ACCIDENT COMPANY, 
By Ira J. McGuire, President. 
Attest: 
Wm. C. Nev, Secretary. 
PRELIMINARY APPLICATION FOR REINSURANCE 
TO 
Security Lire AND ACCIDENT COMPANY, 
DENVER, COLORADO 
Date of Birth State 
PREVIOUS INSURANCE IN ORIGINAL COMPANY 
Life Disability 
Insurance in force___ $__- $ 
Of which we carry... 


If previous insurance is substandard, please indicate rating___ 


INSURANCE NOW APPLIED FOR 


Life Disability 2, 
Of which we propose to carry. 
REINSURANCE APPLIED FOR 


This case has been/is being submitted to the following companies_______________ 
M. I. B. 


Formal application to be forwarded on receipt of approval 


| 
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AUTOMATIC REINSURANCE BINDING NOTICE 
TO SECURITY LIFE AND ACCIDENT COMPANY, DENVER, COLORADO 
No.—— 


Name: 
Date and Place of Birth: 
Residence: 


Life D. I Dis 
Of which we propose to 
Initial amount of Reinsurance ceded to you-- $--__---. ~-------_- 
Dated this ———— day of 


(Fill in name of Company) 


ForMAL APPLICATION FOR REINSURANCE TO SecuURITY LIFE AND ACCIDENT 
COMPANY, DENVER, COLORADO 


Name of Original Insured : 
Date of Birth: 

State of Residence: 

No. of Original Policy : 
Date of Original Policy: 
Valuation Basis: 


Accidental death 


Double | Bene. 


ind. ins. 


Having previous insurance in force for__-_-_- 
Rating, if 

We are issuing new insurance for 
of which we will retain 

Rating, if substandard_._- 

Reinsurance requested 


Life | Disability | l Plan 
| 
| 


Dated at: 
Date: 
Name of Company: 
By: 
Reinsurance schedule 


Premiums Life | Premiums | 
Terminal | Amount of 
Reserve Reinsurance| Att’d } 

Age Regular | Extra | Dis. A.D. 


Policy Year 


Total 
Premium A 
DISABILITY REINSURANCE 
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ACCIDENTAL DEATH REINSURANCE 
Double Ind. Bene. Ins, 
Name Age 
The above application is accepted and reinsurance granted, subject to all the 
terms and conditions of such application and the Reinsurance Agreement be- 
tween the aforesaid Company and 


Securiry Lire AND ACCIDENT COMPANY, 
W. L. Batpwin, President. 


Dated at Denver, Colorado, this _. day of ~--------- », 19... Policy, No. .... 


Security Life and Accident Company, Denver, Colo.—Premiums for $1,000 annual 
renewable term reinsurance 


SUBSTANDARD—FIRST YEAR 


| 
Age | One — Two i Three| Four | Five | Six | Eight} Ten |Twelve = Age 
10 | $1.80) $1.98) $2.16, $2. $2.51) $2.87) $3.23) $3.59) $4. $4.80; $5.29/ $6.28) 10 
1.74 1,91) 2.09) 2. 26 2.44, 2.78 3.13) 3. 48) 4.17) 4.65 5.13 6.08 ll 
12 1.72 1.89) 2.07) 2.24, 2.41 2.75 3.10) 3.44) 4. 13 4.61 5. 09 6. 05 12 
13 1.74) 1.91; 2.09) 2.26) 2.44) 2.78) 3. 13} 3.48) 4.17) 4.67 5.16 6.15 13 
14 1.79 15) 2.33 2. 51 2.86} 3.22} 3.58| 4.29) 4.81 5. 33 6.36) 14 
15 184 2.02} 2.21) 2.39; 2.58) 2.94 3. 31] 3. 68) 4.95 5. 49 6.56) 15 
16 1. 88 2.07) 2. 26) 2.45, 2.64) 3.01) 3.39) 3.77) 4.52) 5.07 5. 61 6.71 16 
17 1, 92 2.11) 2. bet 2.50, 2.69) 3.07) 3.46) 3.84) 4.61) 5.17 5. 73 6. 86 17 
18 1, 96) 2.15) 2.35) 2.55) 2.74) 3.15 3 52) 3.92) 4.70} 5.27] 5. 85 7.00| 18 
19 2.00) 2. 20 2. 40) 2.59, 2. 79) 3.19) 3.59) 3.99) 4.79) 5.38) 5. 97) 7.165 19 
203) 224) 264] 2.85) 3.25) 3.66] 4.07) 5.49) 6.09) 7.31] 20 
2.07] 2.28) 2.49) 2.69} 2.90) 3.31] 3.73) 4.14) 4.97) 5.60) 6. 22 7.48; 21 
22; 2.10) 2.31) 2.52) 2.73; 2.94) 3.36, 3.78) 4.20) 5.04) 5. 69) 6.34 7. 63} 22 
23 2. 13} 2.34) 2. 55) 2.77; 2.98) 3.40) 3. 83} 4.25 5.10) 5. 77| 6.44 7. 78) 23 
24 2.15 2.36; 2.58) 2.79° 3.00) 3.43) 3.86) 4.20 5. 15} 5. 84) 6. 53 7.92; 24 
2| 216 2.37) 2.50) 281] 3.02} 3.45] 3.881 4.32] 5.18! 5.901 6.62] 8.061 25 
26; 2.17; 2.39) 2.61) 2.82) 3.04 3.47 3.91) 4.34) 5. 5. 96) 6. 70 8. 20) 26 
27 2.18 2.40) 2.62 2.84, 3.06, 3.49) 3.93) 4 5.24) 6.02, 6. 79 8.35) 27 
28 | 2. 20 2.42) 2.64) 2.85) 3.07) 3.51) 3.95) 4.39) 5.27 6.08! 6.89 8. 52 28 
29 2. 22 2. 44 2. 66 2.88) 3.10 3. 54 3.99} 4.43) 5.31) 6. 16) 7.01 8.71 29 
30 | 2.24 2. 46 2. 69, 2.91; 3.14) 3.58 4.03) 4.48) 5.37 6. 26, 7.15 8.93! 30 
31 | 2. 33! 2. 57 2. 80) 3.03} 3.27) 3.73) 4.20) 4. 67; 5.60, 6. 53) 7. 45) 9.33) 31 
32 2. 45) 2.70; 2.94! 3.19} 3.43) 3.92) 4.41) 4.90) 5.88) 6.86) 7. 84) 9.80) 32 
33 | 2. 58 2.84 3. 09) 3.35; 3.61) 4.12 4.64) 5.15) 6.18) 7.21) 8. 24) 10.30; 33 
34 2. 72 2.99) 3. 27| 3.54, 3.81 4.35, 4.90 5.44 6.53) 7.62 8. 70) 10.88 34 
35 | 2.87) 3.16 3.45) 93.73} 4.02) 4.59) 5.17) 5.74) 6.89) 8.04) 9.18) 11.48) 35 
36| 3.04) 3.34) 3.65) 3.95) 426 4.86 5.47) 6.08 7.20) 851/ 9.72) 1215) 36 
37 | 3. 22 3. 54 3. 87) 4.19 4.51 5.15 5.80 6.44 7.73, 9.02 10. 30 12.88, 37 
38 3. 42 3.7 4.10 4.445 4.78 5.465 6.6K) 6.83) 8.19 9.56 10.92) 13.65) 38 
39) 3.63) 4.00 4.36) 4.72 5.00 5.81) 6.54) 7.27, 872 10.17; 11.62) 14.53) 39 
40 3. 87 4. 25 4. 64 5. 02 5.41; 6.18) 6. 96| 7.73) 9.27) 10.82 12. 36) 15.45 40 
41 } 4.12 4. 53 4.95, 5. 36 5.7 6. 59 7. 42 8. 24 9.89 11. 54| 13.18) 16.48 41 
42} 4.40) 4.84) 5,28} 671! 6.15] 7.03] 7.91! 8.79! 10.55} 1231] 14.06 17.58] 42 
43) 4.7 5.17) 5. 64! 6.10) 6.57, 7.51, 8.45 9.39 11.27) 13. 15) 15. 02) 18.78) 43 
44 | 5.03 5.53) 6.03 6.54) 7. 8.04 9.05) 10.05) 12.06 14.07) 16. 20.10! 44 
45) 5.38) 5.92, 6. 46 7.00 7.54) 8. 61) 9.69 10.77, 12.92, 15. 07; 17.22) 21.53) 45 
46 | 5.77 6.35) 6.98 7.50) 8.08) 9.23) 10.39, 11.54) 13.85) 16.16) 18.46) 23.08) 46 
47| 6.20} 6.82) 7.44; 8.05] 8.67| 9.91] 11.15) 12.39, 14.87) 17.35] 19.82] 24.78! 47 
48 | 6.65) 7.32) 7.98) 8.65) 9.31] 10.64) 11.97] 13.30) 15.96) 18.62} 21.38] 26.60) 48 
49 7. 16) 7.87, 8.59 9.31) 10.02) 11.45) 12.88, 14,32) 17,18 20. 04 22.90) 28.63) 49 
50 7. 70} 8.47 9.24, 10.01; 10.78) 12.32) 13.86) 15.40) 18.48 21.56) 24. 64 30. 80 50 
51] 8.30 9.13; 9.96) 10.78] 11.61) 13.27) 14.93) 16.59} 19.91] 23.23) 26.54) 33.18} 51 
52 8. 94) 9.83, 10,73 11,62) 12.52, 14.30) 16.09) 17.88) 21.45) 25.03 28.60) 35.75 52 
53 | 9.65) 10.61| 11.58! 12.54! 13.50) 15.43] 17.36] 19.29) 28.15| 27.01/ 30.86] 38.58 
54 | 10.41 11.45} 12.49) 13.53) 14.57) 16.65) 18.73) 20.82) 24.98) 29.14 33. 30 41. 63 54 
55 | 11.24 12.36, 13.49) 14.61) 15.74) 17.98) 20.23) 22.48) 26.97 31. 35.96) 44.95 
56 | 12.15 13.36, 14,58 15.7' 17.00; 19.43) 21.86) 24.29) 29.15) 34.01 38.86) 48.58) 56 
57 | 13.13 14.44 15.75 17.07) 18.38; 21.00) 23.63) 26.25) 31.50) 36.75, 42.00 2. 50) 57 
58 | 14.20) 15.62) 17.04) 18.45) 19.87; 22.71) 25.55) 28.39) 34.07, 39.75) 45.42) 56.78] 58 
59 | 15.36) 16.89) 18.43) 19.97) 21.50) 24.57; 27,64) 30.72) 36.86) 43.00) 49.14 61. 43 59 
60 16.62; 18.28, 19.95} 21.61) 23.27) 26.59) 29.92) 33.24) 39.89) 46.54) 53.18) 66.48] 60 
61 17.99 19.79) 21.59 23.39, 25.19) 28.7: 32.38) 35.98) 43.17) 50.37) 57. 56 71.95 61 
62| 19.49 21.44) 23.39] 25.34) 27.29) 31.18] 35.08 38.98) 46.77| 54.57; 62.36 77. 95 62 
63) 21.10 23.21; 25.32) 27.43) 29.54) 33.76) 37.98) 42.20! 50.64 59.08) 67.52) 84.40 63 
64 | 22.87) 25.15) 27. 44) 29,72) 32.01) 36.58) 41.16; 45.73) 54. 64.02; 73.16) 91.45, 64 
32.21) 34.69 39.64) 44.60) 69. 79. 99. 65 
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Security Life and Accident Company, Denver, Colo.— Premiums for $1,000 annual 

renewable term reinsurance—Continued 
SUBSTANDARD—RENEWAL 
ia Double Double Six- 

Age | One one Two two Three | Four | Five Six Eight, Ten Twelve! teen Age 
10 | $3.59) $3.95) $4.31) $4.66) $5.02) $5.74) $6. $7. 18 $12.55, 10 
3.48 3.82) 4.17) 4.52) 487) 556) 6 6.95 12.16 11 
12 3. 44 3.78] 4.13 4.47, 4.81] 5.50) 6 6.88 12.09 12 
13 3.48 3.82| 4.17 4.52) 4.87) 556) 6 6.95 12.30 13 
14 3. 58 3.93) 4.29 4.65) 5.01) 6 7.15 12.72) 14 
15 3. 68 4.04 4.41 4.78| 6.15) &88| 6 7.35 13.12) 15 
16 3. 76 4.14, 4.52 4.89} 5.27; 602) 6 7. 53 13.41, 16 

7| 3.84 4.22} 461) 499) 5.37/ 614] 65 7. 68 13.71; 17 

18| 3.91 4.30} 4.70 5.09} 5.48] 626) 7 7. 83 13.99, 18 

19 3. 99 4.39} 4.79 5. 1! 5.58} 638] 7 7.98 14.31, 19 

20 4. 06 4.47 4. 88 5. 5. 69 6. 50 74 8.13 14. 61 20 

21 4.14, 4.55) 4.97 5 5.79| . 6.62] 7. 8. 28 14.95) 21 

22 4. 20 4.62} 5.04 5. 8. 40 15.26} 22 

23) 4.25 4.68} 5.10) 5 5.95) 6.80) 7. 8. 50 15.56) 28 

24 4.29) 4.73 5.15 5.57; 6.00) 6.86) 7. 8. 58 24 
25 | 4.31 4.74, 5.18) 5. 61 6. 04 6. 90 % &. 63 25 

26| 4.34 4.77| 5.21 5.64] 6.07) 694) 7.! 8. 68 26 

27| 4.36} 4.80) 5.24 5.67| 6.11) 6.98) 7. 8.73 27 

28 4.39 4.83) 5.27 5.70} 6.14) 7.02) 7.§ 8.78 28 

29 4. 43 4.87) 5.31 5.75} 6.20} 7.08) 7.4 8.85 29 

+ 30 4.48 4.92 §. 37 5. 82 6. 27 7.16 8. 8. 95 30 
31 4. 66 5.13) 5.60 6.06 6.53) 7.46) 8.39) 9.33 31 

32 4.90 5.39, 5.88 6.37) 6.86) 7.84) 8.82) 9.80 32 

33 5.15 5.67, 6 6.70; 7.21} 8.24) 9.27) 10.30 33 

34 5.44, 5.98) 6 7.07; 7.6 8.70) 9.79 10.88 34 

35 5.74 6.31, 6. 86 7.46] 8. 9.18} 10.33) 11.48 35 

36 6. 08 6.68, 7 9.72} 10.94 15 36 

37| 6.44 7.08} 7 8.37) 9. 10. 5 37 

38 | 6.83 7.51, 8 8.87) 10. 93 38 

39| 7.26 7.99, 8 9.44, 10 11.6 39 

40} 7.7% 8.50 9 10.04 10 2.5 40 
41 8. 24 9.06 9 10.71) 11 4} 

42 8.79 9.67 10.55 11.42) 12. 42 

| 4 y 43 
44 44 

45 | 45 

} 46 46 
47 | 47 

48 | 48 

49 | 49 

50 | 50 

51 i 

52 52 

53 53 

54 54 

55 55 

56 56 

57 57 

58 58 

59 59 

60 60) 

61 61 

62 62 

63 63 

64 o4 

65 65 

66 66 

67 67 

68 68 

69 69 
70 70 

73 73 

74 | 74 

75 75 

76 76 
77 77 

78 78 

79 79 


80 | 164.81) 181.29) 197.78 214.26 230.74 296. 66| 329.63 461.48| 527.40) 659.25) 80 


55591—54—_—-19 


First year | Renewal 


Nn EAS Cae ee eee wu 


54 
3. 58 


‘ 


‘ 


First year } Renewal 
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STANDARD, 


| 
18. = } $9. 23 
4. || 47 } 9.91 
3 5 | 48 | 10. 64 
2 4} 49 11. 45 
2. || 50 | 12.32 
2 3 | 51 13.27 
2 || 52 14.30 
|| 53 15.43 
l. 3 54 16. 65 
1. || 55 17.98 
1. || 56 19. 43 
1 || 57 | 21. 00 
1. 2 I 58 22.71 
1. 2 || 61 | 28. 78 
1. || 62 31.18 
1. || 63 33. 76 
|| 64 36. 58 
L. 3 65 39. 64 
= 
1. | 67 5 
1. || 68 50. 46 
1. || 69 54. 70 
1 || 70 59. 30 
1. || 71 64. 27 
1, 3 } 72 69. 66 
1. || 73 75. 60 
1. || 74 81. 81 
1. 75 88. 64 
1. || 76 96. 02 
1 || 77 | 103, 99 
1. 3am || 78 112. 59 
2. | 79 121. 86 
2. 4 i} | 3 
2. 4m || 81 142. 60 
2. 4 1 82 154.16 
2. Sie || 83 166. 57 
2. | 84. 179. 88 
2. 85 
3. 6 86 209. 37 
3 6 87 225. 63 
3. 7a || 88 243. 00 
3. 7 89. 261. 44 
4. 8 90. 280. 99 
| 
| 
| 
> 
| 
| 
| 
| 
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Exurit D 
eding company’s marimum limits of retention effactive date August 10, 1058 


LIFE INSUBANCE 
Ages: 0-65 Inclusive. 
Standard : $5,000. 
Substandard: None. 
DISABILITY (WAIVER OF PREMIUM) 
Same as life 
DOUBLE INDEMNITY 
and 
BENEFICIARY DOUBLE INDEMNITY 
Ages: 15-60 Inelusive. 
Standard : $2,500. 
Substandard: None. 


CESSION NUMBER POL. No. Ome CO RESISTER DATE 
REING. PREM, 6.7. PREMIUM) ORIGINAL COMPANY SHORT TEAS 
ter 
NAME erarTe 
RTH DATE PLACE OF BIRTH 
OCCUPATION PREVIOUS 
AMT. RETAINED 

DuTiEs 


CURRENT Ine 


AMT. CURRENT 
CLASSIFICATION |_INS. RETAINED 
AMT, DOUBLE INDEMNITY CED 
SECURITY LIFE AND QCCIDENT Co. 


TERMINATED 


MoP 1378 


SEPTEMBER 6, 1954. 
THE Mvrvat Lire INSURANCE Co. oF New YorkK 
New York 19, N. Y. 

GENTLEMEN: During the past 2 years, solicitation of commercial life insurance 
has been authorized throughout Europe by both Headquarters USAREUR and 
USAFE. As a result of this authorization, there has been a great volume of 
life insurance written upon the lives of United States Armed Forces personnel 
stationed in Europe as well as upon their dependents and civilian employees of 
the Department of Army and the State Department. 

I have had numerous requests to sound out your company on the question of 
your being interested in establishing an agency in Europe. The persons most 
interested are those now working in the insurance field either as soliciting agents 
or general agents. All of the interested persons are recognized producers ca- 
pable of doing a great volume of business. 

¢ My interest may be considered somewhat personal since I am the executive 
secretary of the European Association of Life Underwriters and will be happy 
to see a company with an excellent reputation, such as yours, doing business in 
Furope. I can assure you that the United States Army and Air Force will 
welcome you to Europe and give you every opportunity to conduct your business 
here. 
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There are a number of other factors, too numerous to mention in this type 


of letter, which I would be happy to supply you in the event you are interested 


setting uj. an agency for Europe. 
Thank you for your kind attention, and trusting to hear from you at your 
convenience, I remain 
Yours very truly, oe 
WaLTer W. O’HAIRE. 


Tue Mutua Lire INSURANCE COMPANY OF NEW YORK, 
New York 19, N. Y., September 9, 1954. 
O’Harre, O’'CoNNor & JONES, 
Law Offices 3, Platz der Republik 
Frankfurt on the Main, Germany 
Dear Mr. O'HARE: We appreciate your inquiry about the possibility of doing 
business in Europe. At the present time, we do not contemplate extending our 
operations outside of the United States and Canada. 
If there is any likelihood that our plans should change, we should be very 
glad to have your letter on file. 
Yours very truly, 
WarD PHELPS. 


NOVEMBER 23, 1954. 
Mr. Carrol. M. SHANKS, 
President, The Prudential Insurance Company of America, 
Newark 1, N. J. 

Dear Mk. SHANKS: During the past 2 years, since authorization to solicit com- 
mercial life insurance has been granted by Headquarters, USAREUR and 
USAFE, there have been numerous and repeated requests for a policy issued by 
Prudential Insurance Co. 

I have been asked by a number of United States Army officers, civilians and 
life-insurance agents to inquire into the possibility of your company doing busi- 
ness in Germany with members of the Allied forces. As you may Know, there are 
a number of life-insurance companies now doing business in Europe, including 
Germany, with members of the Allied forces. However, there is not any company 
here which begins to compare with Prudential Insurance Co. 

It may be well to point out the fact that there is an unusual situation in Ger- 
many, where the Government will license a United States commercial life-insur- 
ance company to do business with members of the Allied forces, providing pay- 
ment is in dollars and sales are limited to members of the forces, military or 
ivilian. You will have no tax question on doing business here, under the above- 
referred-to arrangement, and your German Government license may be obtained 
by submitting your request through the mail. You would also have practically 
no office expenses to consider. 

No doubt, you are aware of the fact that there are thousands of families living 
here in newly constructed housing areas, which your agents will have access to 
and which will allow your agents to talk with thousands of prospects in heavily 
concentrated areas. You would experience no difficulty in writing a minimum of 
5 to 10 million per year. 

Trusting that the above information is of service to you, and looking forward 
to your reply at your earliest convenience, I remain, 

Yours very truly, 
WALTER W, O'HAIRE. 


THE PRUDENTIAL INSURANCE COMPANY OF AMERICA, 
Newark, N. J., December 7, 1954. 
Mr. WALTER W. O’HATRE, 
O’ Haire, O'Connor & Jones, 
3, Platz der Republik, 
Frankfurt on the Main, Germany. 

Dear Mr. O’Harre: Mr. Shanks has referred your letter of November 23 to me 
for reply. 

We have in the past given consideration to the question of the Prudential ex- 
tending its sales operations to occupied Germany. Our feeling is, however, that 
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the result inevitably would be an undue proportion of military business. While 
the life-insurance companies wish to issue insurance on a normal proportion of 
those in military service, we are, as a rule, not anxious to specialize in this class 
of business with its extra wartime hazards. 
Sincerely yours, 
VALENTINE HOWELL, 
Erecutive Vice President. 


PROVIDENT LIFE AND ACCIDENT INSURANCE CO., 
Chattanooga, September 10, 1954. 
Mr. W. O’HAtIRE, 
Law Offices, O’ Haire, O'Connor & Jones, 
8, Platz der Republik, 
Frankfurt on the Main, Germany. 

Dear Mr. O’HarrE: We appreciate very much the opportunity to negotiate for 
the establishment of a general agency in Europe, but the present policy of our com- 
pany is to restrict our organization to the continental United States. 

We certainly appreciate your interest and regret we are not in position to 
negotiate for a connection at this time. 

Kindest regards, 

Sam E. MILEs. 


THE NORTHWESTERN Mutua LIre INSURANCE Co., 
Milwaukee, Wis., November 26, 1954. 
Mr. WALTER W. O'HAIRE, 
O’ Haire, O'Conner & Jones, 
3, Platz der Republik, 
Frankfurt on the Main, Germany. 

Dear Mr. O’'HatreE: I was very pleased to receive your letter of November 23 
and to note the interest among members of the armed services in obtaining life 
insurance in the Northwestern. 

For many years the Northwestern Mutual has operated under a pure general 
agency system under which an individual is given a franchise and we have made 
no sales directly to our members. Our agents are under contract to the general 
agent. I feel it would be difficult for us to change our method of distribution 
for an area that would yield not over 1 percent or 2 percent of our total volume. 
The expense of supervision would, we believe, be unusually high. 

I can realize that this is a strange reaction to an opportunity for more business. 
The Northwestern, however, gives primary attention to the interest of its present 
members and it always makes certain that its new business is not acquired at a 
cost which is not typical of its general experience for such costs are initially 
incurred by the present members and are repaid over the life of the new policies. 

We appreciate your inquiry and are sorry that we cannot follow your sugges- 
tion. It is comforting, however, to know that our reputation extends this far 
into Germany. 

Sincerely yours, 
EDMUND F1TzGeRALp, President. 


THE TRAVELERS INSURANCE Co., 
Hartford, Conn., November 29, 1954. 
Mr. Water W. O’ Haire, 
O’ Haire, O'Connor & Jones, 
Platz der Republik 3, 
Frankfurt-Main, Germany. 

Dear Mr, O'Hare: This will acknowledge your letter of November of November 
23 to President DeWitt ir. reference to the solicitation of life insurance among 
members of the Armed Forces quartered in Germany. 

This company has not seen fit to solicit life insurance outside of the North 
American Continent, either military or civilian. While doubtless there are many 
prospects among these forces, as stated in your letter, it is not felt that we wish 
to make any change in this policy at this time. There is the further fact that 
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the amount of business which we are writing on the members of the Armed Forces 
in the United States is of such a size it does not seem advisable to further in- 
crease it by writings abroad. 
Thanking you for writing to the company as you have done, I am 
Very truly yours, 
R. C. Dimon, Vice President. 


THe PENN MutTUAL LiFe INSURANCE Co., 
Philadelphia, November 29, 1954. 
Water W. O'Harre, Esq., 
Haire, O'Connor & Jones, 
Platz der Republik 8, 
Frankfurt-Main, Germany. 

Dear Mr. O'HaAtre: Mr. Adams has asked me to reply to your letter of Novem- 
ber 23 concerning the possibility of issuance of insurance by the Penn Mutual 
to members of the Allied forces in Germany. The company does not have any 
plans for thus extending its operations outside the country. We appreciate your 
bringing this suggestion to our attention. 

Sincerely yours, 
WILLIS H. SATTERTHWAITE, Counsel. 


New ENGLAND Lire INSURANCE Co., 
Boston, December 2, 1954. 
Water W. O’Hatre, Esq., 
O’ Haire, O'Connor & Jones, 
Platz der Republik 8, 
Frankfurt-Main, Germany. 


Dear Mr. O'Hare: I appreciated your letter of November 23 and especially 
the kind words which you have expressed about our company. 

It has been our established practice for a good many years to restrict our 
underwriting to persons located within the territorial limits of the United States. 
This has been partly due to the difficulties of complying with foreign laws and 
regulations, but also because of a desire to continue our favorable mortality 
experience by insuring lives located in this more limited area. Moreover, in 1 or 
2 random instances where we have written citizens of the United States residing 
in a foreign country, we have generally encountered legal problems in deter- 
mining what law governs the interpretation of the contract. 

We have recently expanded our field of activity so that we are now qualified 
to do business in all 48 States, but I feel that we should concentrate on this 
project for the present. 

Sincerely yours, 
KELLEY ANDERSON, President. 


MASSACHUSETTS MUTUAL LIFE INSURANCE Co., 
Springfield, Mass., November 29, 1954. 
Mr. WALTER W. O’HAtre, 
Messrs. O'Haire, O'Connor & Jones, 
3, Platz der Republik, 
Frankfurt/Main, Germany. 


Dear Mr. O’Haike: Thank you for your inquiry regarding the possibility of 
representing our company in Europe. Such an idea is interesting, but un- 
fortunately we are not prepared to get into this matter. If at any time in the 
future the overall policy of our company is changed, you may be sure that we 
will let you know. 

Again may I say that we do appreciate your writing us, and I am sorry there 
is nothing more favorable to tell you. 

Cordially yours, 


KENNETH W. Perry, C. L. U., 
Director of Agencies. 
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Sun LiFe INSURANCE Co. oF AMERICA, 
Baltimore, Md., December 6, 1954. 
Mr. MARVIN SoLomon, 
Care of American Lapress Co., 
Frankfurt on the Main, Germany. 
Dear Mr. Sotomon : Replying to your letter of December 1, 1954, we would not 
be interested in doing business overseas. 
I appreciate your considering our company in this matter and regret that our 
reply is not a favorable one. 
Sincerely yours, 
STANFORD Z. ROTHSCHILD, President. 


New York Lire INSURANCE Co., 
New York, N. Y., November 29, 1954. 
Mr. W. O’HAIRE, 
O’ Haire, O'Connor & Jones, 
Frankfurt on the Main, 
Platz der Republic 3, Germany. 
Dear Mr. O'Hare: Your letter to President Myers has been referred to me. 
The information you have furnished in your letter is most interesting but 
I am sorry to say our company is not prepared to operate in the European area. 
Since our operations are restricted to the United States and Canada and 
we have no intention of enlarging the area, it is my suggestion that you con- 
tact some other company who is operating or planning to enter the European 
countries, 
Thank you for considering us. 
Very truly yours, 
Pau A. Norton, Vice President. 


Union NATIONAL Lire INSURANCE Co., 
Lincoln, Nebr., December 6. 1954. 
Mr. Marvin SOLOMON, 
Care of American Express Co., 
Frankfurt on the Main, Germany. 
DeAr Mr. Sotomon: Thank you very much for your inquiry of December 1. 
We are not at the present time ready to extend our operations into the area 
of military insurance in Europe. I am certain you will have no trouble in 
contacting some other company who either is now taking this business or 
contemplating doing so. 
Very truly yours, 
George MILNE, Jr., Actuary. 


PAN-AMERICAN LIFE INSURANCE CO., 
New Orleans, U. 8S. A., September 9, 1954. 
Mr. WALTER W. O’HATRE, 
O’ Haire, O'Connor & Jones, 
Frankfurt on the Main, 
Platz der Republik 3. 

DEAR Mr. O'HArIRE: In Mr. Hamer’s absence from the office, your letter of 
September 6 has come to my attention and first, I would like to express our 
company’s appreciation for your thinking of us in connection with the possi- 
bility of expanding our operations to Europe. 

However, at the present time, we would not be interested. But, we thank you 
again for writing to us on the subject. 

Yours very truly, 


CHARLES J. MESMAN, 
Superintendent of Agencies. 
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AETNA LIFE INSURANCE Co., 
Hartford, Conn., September 17, 1954. 
Mr. WALTER W. O’HAIRE, 

O’Haire, O'Connor & Jones, 

3, Platz der Republik, 
Frankfurt on the Main, Germany. 

Dear Mr. O’HAIRE: Your letter to Morgan B. Brainard, president, has been 
referred to me for reply. 

We are flattered to have you think of us in connection with the very substantial 
life insurance potential that exists through the United States Armed Forces 
and personnel stationed in Europe, as well as their dependents and other civil- 
ian employees. The fact is, however, that we are not equipped to do business 
in Europe at the present time. 

I hope some day we can give you a more favorable answer. 

Yours sincerely, 
D. E. HANSON, 
Director of Agencies. 


BANKERS Lire Co., 
- Des Moines, lowa, September 9, 1954. 
Mr. W. O’Haire, 


O' Haire, O'Connor & Jones 
3, Platz der Republik, Frankfurt/Main, Germany. 

Dear Mr, O’Harke: We appreciated very much receiving your letter of Septem- 
ber 6 and your comments regarding the writing of business in Europe. 

This matter was discussed with our agency vice president in charge of sales 
and we will not be in a position to give consideration to your request. However, 
we do appreciate very much receiving your letter. Thank you for writing to us. 

With kindest regards and best wishes, I am 

Sincerely yours, 
R. E. Smay, 
Director of Agencies. 


STANDARD Lire INSURANCE CoO. OF INDIANA, 
Indianapolis, Ind., September 9, 1954. 
Mr. WALTER W. O’Harke, 
O Haire, O'Connor & Jones, 
Platz der Republik 3, Frankfurt/Main, Germany. 


Dear Mr, O’HAtRE: Thank you for your letter of September 6. The facts are, 
however, that the persistency of military business is anything but good and 
although we are writing some of it at this time we do not wish to enlarge the 
volume of business that we are now receiving from this source. 

Thank you very much for thinking of us however. 

Very truly yours, 
Harry V. Wane, President. 


CONNECTICUT GENERAL LIFE INSURANCE Co., 
Hartford, Conn., December 7, 1954. 
Watrer W. O’HAtrRE, Esq., 
O’ Haire, O'Connor & Jones, 
8, Platz der Republik, Frankfurt on the Main, Germany. 


Dear Mr. O’Hatre: It is always welcome news to hear of the position in 
which the Connecticut General Life Insurance Co. is held. 

I wish that we were able to be of assistance to those who have inquired about 
insurance with usin Germany. Unfortunately, we cannot. 

It is a matter of company policy to accept business only through our own 
branch offices. We have none at this time on the Continent, nor do our plans 
for growth in this country make it practical for us to consider the establish- 
ment of one there. Inasmuch as we are not in a position to handle business 
from Germany by correspondence through one of our branch offices here in the 
States, it would appear that there is no way at present for us to serve the 
market to which you refer. 
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May we thank you for the interest you evidenced in your inquiry and for 
the information which you were so kind to include. 
Yours truly, 
Rosert A. PARISH, 
Agency Secretary. 


JEFFERSON STANDARD LIFE INSURANCE Co., 
Greensboro, N. C., September 8, 1954. 
Mr. WALTER W. O'HAIRE, 
O’Haire, O'Connor & Jones, 
3, Platz der Republik, Frankfurt on the Main, Germany. 

Dear Mr. O'HARE: Thank you very much for your letter to Karl Ljung who 
is out of town. We appreciate your writing us regarding the possibility of our 
extending operations to Europe. At this time, however, the company does not 
feel it can go into this. We are now doing a fairly sizable volume of military 
business and we do not believe it would be advisable to extend the company 
operations to Europe. Thank you, however, for bringing the matter to our 
attention. 

Sincerely, 
R. B. Taytor, 
Agency Manager. 


JOHN HancocK Mutua Lire INSURANCE Co., 
Boston, Mass., November 29, 1954. 
Mr. Water W. O’Harre, 
O’HAIRE, O'CONNOR & JONES, 
Frankfurt/Main, Germany, 

Dear Mr. O’Harre: Your letter of November 23 to President Clark regarding 
the possibility of writing life insurance on members of the Allied forces in Ger- 
many has been sent along to my attention. 

It has been our practice not to consider applications for life insurance even 
by mail, outside of the territory in which the company is licensed to do business. 
On occasion we have considered an application for life insurance on an individual 
who is going to reside, or travel abroad but we have insisted that the application 
be taken, the examinations and inspections completed, and the policy delivered 
here at home. 

We appreciate your writing to us about this and trust that the above statement 
will explain our position in regard to this business. 

Sincerely yours, 
R. E. Moyer, 
Vice President. 


THe COLLEGE Lire INSURANCE CO. OF AMERICA, 
Indianapolis, Ind., December 6, 1954. 
Mr. Marvin So_omon, 
% American Express Co., 
Frankfurt/Main, Germany. 

Dear Mr. Soromon: Thank you so much for your thoughtfulness in writing 
us concerning handling European business. At the present time we are not 
interested in it but, nevertheless, we appreciate your writing us. 

Sincerely, 
FRANK M. Moore, President. 


GOVERNMENT PERSONNEL Mutua Lire INSURANCE CO., 
San Antonio, Tex., September 17, 1954. 
Mr. WALTER W. O’HAtTRE, 
O’HAIrRE, O'CONNOR & JONES, 
Frankfurt/Main, Germany. 
Dear Mr. O’Harre: Thank you for your very kind letter of September 7. 
We regret that we will not be able to enter into negotiations for a European 
agency at this time. For the present the company intends to limit its writings 
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to the continental limits of the United States and the Territory of Hawaii. If, 
at some later date, we decide to enter into the European activities, you can 
rest assured we will communicate with you. 

Will you please express our thanks to your client. 


Cordially yours, 
ai STANLEY W. COLE, 


Director of Agencies. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ADJUTANT GENERAL, 
Washington 25, D. C., 17 December 1954. 


In reply refer to AGPI-OD-C 201 Smith, Lewis V., 0260521 (16 Dec. 54) 


STATEMENT OF Minirary Service—Lewis VANCE SMITH, 0260521, LIEUTENANT 
CoLONeEL, ARMY OF THE UNITED States (LIEUTENANT COLONEL, ARTILLERY, 
UNITED STATES ARMY RESERVE) 


1. The records show that Lewis Vance Smith was born 7 August 1906 at Spiro, 
Indian Territory (now Oklahoma). 

2. He attended the University of Oklahoma from 1924 to 1929 where he majored 
in the field of Law. Admitted to the bar of the state of Oklahoma in 1933. From 
1930 to 1933 he was employed as the Deputy County Treasurer of Le Flore 
County, Oklahoma, and from July 1933 to July 1940 he pursued the practice of 
General Law at Spiro and Muskogee, Oklahoma. He graduated from the Field 
Artillery School, Officers’ Specialist Course No. 2 (Motors), 1941; Battery Officers’ 
Course, 1942; and Officers’ Advanced Course, 1944. He was granted Educational 
Equivalent to the Field Artillery School, Advanced Course, 1950. 

3. He was appointed a Second Lieutenant, Field Artillery, Officers’ Reserve 
Corps, 31 May 1929, accepted 31 May 1929; promoted to First Lieutenant, Field 
Artillery, Officers’ Reserve Corps, 4 June 1932, accepted 27 June 1932 ; reappointed 
4 June 1937, accepted 4 June 1937; promoted to Captain, Field Artillery, Officers’ 
Reserve Corps, 11 December 1941, accepted 12 December 1941: promoted to 
Major, Army of the United States, 5 April 1948; appointed Lieutenant Colonel, 
Field Artillery, Officers’ Reserve Corps, 30 October 1947, accepted 13 November 
1947; promoted to Lieutenant Colonel, Army of the United States, 2 November 
1950; appointed Lieutenant Colonel, Artillery, United States Army Reserve, 17 
October 1952, accepted 23 October 1952 and is now a Lieutenant Colonel, Army 
of the United States, and Lieutenant Colonel, Artillery, United States Army 
Reserve. 

4. He entered upon extended active duty and served from 17 August 1940 to 
October 1940 as Reconnaissance Officer, Battery E, 18th Field Artillery, Fort 
Sill, Oklahoma; from November 1940 to January 1941, Student, Field Artillery 
School, Officers’ Specialist Course No. 2 (Motors), Fort Sill, Oklahoma: from 
February 1941 to December 1942, Regimental Motor Officer, 18th Field Artillery 
(Student, Field Artillery School, Battery Officers’ Course, from 9 July 1942 to 
1 October 1942), Fort Sill, Oklahoma; from January 1943 to December 1943. 
Regimental Motor Officer, 18th Field Artillery, Battalion Commander, Field 
Artillery School Detachment (Provisional Truck Regiment) and later Command- 
ing Officer, 2d Battalion, Field Artillery School Truck Regiment, Fort Sill, Okla- 
homa; from December 1943 to March 1944, Student, Field Artillery School, 
Officers’ Advanced Course, Fort Sill, Oklahoma; from March 1944 to June 1944, 
Plans and Training Officer, Field Artillery School Truck Regiment, Fort Sill, 
Oklahoma ; from June 1944 to March 1945, Executive Officer, 720th Field Artillery 
Battalion, Camp Shelby, Mississippi, and the European Theater of Operations ; 
from March 1945 to August 1945, Adjutant and Supply Officer, 65th Infantry 
Division Artillery, European Theater of Operations: from August 1945 to Feb- 
ruary 1946, Executive Officer, G—5 Section, Headquarters, Vienna Area Command, 
European Theater of Operations; from February 1946 to August 1946, temporary 
duty in the United States and later Community Post Exchange Officer, G—4 
Section, Headquarters, Vienna Area Command, European Theater of Operations; 
from August 1946 to July 1948, Judge Advocate, Vienna Area Command and 
later Staff Judge Advocate, 7790th Headquarters Command, United States Forces 
Austria, European Command ; from July 1948 to April 1949, Commanding Officer, 
Examining Section, Los Angeles Recruiting Main Station, Los Angeles, Cali- 
fornia; from May 1949 to October 1950, Adjutant, Southern Recruiting District, 
Los Angeles, California; from November 1950 to June 1951. Commanding Offi- 
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cer, Northern Area, Los Angeles Recruiting Main Station, Los Angeles, Cali- 
fornia; from June 1951 to October 1951, Recruiting and Induction Officer, Los 
Angeles Recruiting Main Station, Los Angeles, California; from November 1951 
to December 1951, Executive Officer, Replacement Battalion, Personnel Center, 
Camp Stoneman, California; from January 1952 to February 1952 en route to 
United States Army Europe; from February 1952 to March 1952, Assistant and 
later Civil Affairs Officer, Headquarters, Seventh Army, United States Army 
Europe; from March 1952 to August 1953, Civil Affairs Officer, 28th Infantry 
Division, United States Army, Europe, and since August 1953, Personnel Staff 
Officer, G—1 Division, Headquarters, United States Army, Europe (to be assigned 
to Headquarters, Sixth Army, Presidio of San Francisco, California, in December 
1954). 

5. He was awarded the Bronze Star Medal and Commendation Ribbon with 
Metal Pendant. He was authorized the American Defense Service Medal; 
American Campaign Medal; European-African-Middle Eastern Campaign Medal 
with two Bronze Service Stars for participation in the Rhineland and Central 
Europe campaigns ; Army of Occupation Medal with clasp Germany; World War 
II Victory Medal and the National Defense Service Medal. 

6. He had the following periods of active duty as a commissioned officer: from 
1 September 1929 to 14 September 1929; 31 August 1930 to 13 September 1930; 
16 August 1931 to 29 August 1931; 14 July 1935 to 27 July 1985; 26 October 
1936 to 25 April 1938 and since 17 August 1940. 

By authority of the Secretary of the Army: 

JoHN A. KLFIN, 
Major General, USA, 
The Adjutant General. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ADJUTANT GENERAL, 
Washington 25, D. C., 17 December 1954. 
In reply refer to AGPI-OD-C 201 Richards, Frederick W., 031565 (16 Dec. 54). 


STATEMENT OF MILITARY SERVICE—FREDERICK WILLIAM RICHARDS, 031565, 
LIEUTENANT COLONEL, INFANTRY, UNITED STATES ARMY 


1. The records show that Frederick William Richards was born 9 April 1912 
at Reading, Pennsylvania. 

2. He had the degree of Bachelor of Arts conferred upon him by the Virginia 
Military Institute, 1933; one and a half years, Wharton Extension School; and 
two years, Lenders Technical Institute. He was a graduate, Infantry School, 
Rifle and Heavy Weapons Course, 1942, and Advanced Course, 1943: Command 
and General Staff School, 1944; and Educational Equivalent to Phase A, Indus- 
trial Mobilization Training Program, 1952. He was a Clerk, Reading Credit 
Service, Pennsylvania, from April 1934 to April 1935, and Manager, Personal 
Finance Company, Reading, Pennsylvania, from May 1936 to July 1940. 

3. He was appointed Second Lieutenant, Infantry, Officers’ Reserve Corps, 
31 May 1933, accepted 1 June 1933; assigned service number 03044388 ; promoted 
to First Lieutenant, Infantry, Officers’ Reserve Corps, 26 May 1938, accepted 
27 May 1938; promoted to Captain, Army of the United States, 27 July 1942, 
accepted 27 July 1942; promoted to Major, Army of the United States, 1 July 
1943: promoted to Lieutenant Colonel, Army of the United States, 16 May 1945, 
with rank adjusted to 25 September 1945; appointed Lieutenant Colonel, In- 
fantry, Officers’ Reserve Corps, 27 December 1945, accepted 27 December 1945; 
appointed First Lieutenant, Infantry, Regular Army, 5 July 1946, with rank 
from 9 April 1940, accepted 12 July 1946, terminating commission as Lieutenant 
Colonel, Infantry, Officers’ Reserve Corps; promoted to Captain, Regular Army, 
9 April 1947; promoted to Major, Regular Army, 15 July 1948, with rank from 
1 July 1948; promoted to Lieutenant Colonel, Regular Army, 1 July 1954; and 
is now a Lieutenant Colonel, Infantry, Regular Army. 

4. He has had the following extended active duty assignments: from 26 Sep- 
tember 1941 to January 1942, Student, Infantry School, Rifle and Heavy Weapons 
Course, Fort Benning, Georgia; from January 1942 to November 1943, Company 
Commander, Regimental Plans and Training Officer, and later Battalion Com- 
mander, Infantry Replacement Training Center, Fort McClellan, Alabama; (from 
March 1943 to June 1943, Student, Advanced Course, The Infantry School, Fort 
Benning, Georgia) ; from November 1943 to January 1944, Student, Command 
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and General Staff School, Fort Leavenworth, Kansas; from March 1944 to 
November 1945, Excutive Officer, Battalion Commander, and later Executive 
Officer, 2d Battalion, 261st Infantry Regiment, Fort McClellan, Alabama, and 
European Theater of Operations ; from December 1945 to March 1946, Separation 
Station, Indiantown Gap Military Reservation, Pennsylvania; from August 1946 
to November 1946, Commanding Officer, 23d Battalion, Replacement Training 
Center, Fort Knox, Kentucky; from November 1946 to September 1948, Regi- 
mental Mess Inspector and Battalion Commander, 63d and 20th Infantry Regi- 
ments, Far East Command; from September 1948 to January 1952, Instructor, 
Virginia National Guard Detachment, Richmond, Virginia: since March 1952, 
Assistant and later Chief, Discipline Section, Personnel Services Branch, G-—1 
Division, United States Army, Europe. 

5. He was awarded the Bronze Star ‘Medal. He was authorized the American 
Defense Service Medal; American Campaign Medal; European-African-Middle 
Eastern Campaign Medal with two Bronze Service Stars for participation in the 
Rhineland and Central Europe Campaigns; World War II Victory Medal; 
Occupation of Germany Medal; Korean Service Medal; United Nations Service 
Medal; National Defense Service Medal; and Combat Infantryman Badge. 

6. He has had the following periods of active duty as a commissioned officer : 
from 27 August 1933 to 9 September 1933; 1 May 1935 to 15 July 1935; 26 Sep- 
tember 1941 to 2 March 1946; and since 12 July 1946; honorably relieved from 
all tours of active duty. 

By authority of the Secretary of the Army: 

JouN A. KLEIN, 
Major General, USA, 
The Adjutant General. 


STATEMENT OF WALTER W. O’HAIRE SUPPLEMENTING Hts TesTiMONY Brerore THE 
SrectaAL SUBCOMMITTEE OF THE ARMED SERVICES COMMITTEE AT HEIDELBERG, 
GERMANY, ON DECEMBER 6 AND 7, 1954 


Pursuant to the privilege granted by the committee at the close of my testi- 
mony I am submitting the following statement which will clarify certain portions 
of my testimony now on the record : 

With reference to the questions of the Honorable Porter Hardy relating to the 
rather lenient penalty imposed upon the four soliciting agents banned from the 
area of the 16th Infantry Regiment Headquarters at Schweinfurt, Germany, I 
omitted to state that this particular ban was recommended by Colonel Palmer, 
Commanding Officer of the 16th Infantry Regiment to Headquarters, USAREUR, 
and accepted by the latter headquarters. The European Association of Life Un- 
derwriters concurred in the recommendation of Colonel Palmer with the added 
provision that a letter of reprimand be dispatched to the individuals involved, 
warning them that any future repetition of this conduct would be subject to 
action by the executive council of the association. IT wish to point out that 
the entire matter was handled by the United States Army and concurred in by 
the association. This should explain the reasoa why action of this type was 
taken in one case and more severe action taken in the case of Stuart W. Reich- 
stein, which was referred to by the Honorable Porter Hardy. I should like to add 
further that Colonel Palmer had occasion to commend one agent of the asso- 
ciation for the manner in which he conducted himself in the sale of life 
insurance, 

Pursuant to my testimony, I agreed to furnish the committee with originals 
and photostatic copies of letters received from major insurance companies not 
interested in extending their operations to Europe. I herewith attach these 
documents. I wish also to point out at this time that one of the attached docu- 
ments is a letter from Government Personnel Mutual Life Insurance Co., San 
Antonio, Tex., a Best recommended company, which is self-explanatory and 
which I failed to mention when questioned by the Honorable Porter Hardy as to 
whether or not I had extended any invitations to other Texas chartered life- 
insurance companies other than those now in the association. 

There is another point which I feel should be clarified and that relates to the 
street fight which I discussed and which did involye Stuart W. Reichstein and 
Michael Ellis. Mr. Courtney questioned me about the identity of any other 
member of the association who was engaged in street fights which had come to 
my attention. After consultation with Mr. O’Connor I added that Michael Ellis 
was engaged in the same street fight which I had described to the committee. 
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After checking over the records of the association, I now find that Mr. Michael 
Ellis at the time of the incident in question, which was the subject of a German 
police report, was not a member of the European Association of Life Under- 
writers, either as a soliciting agent or as a general agent. 

Unfortunately I am not in possession of a copy of the transcript of testimony 
taken by the committee at the time of its hearings in Cincinnati, at which time 
Mr. Stuart W. Reichstein testified that, among other things, he had never vio- 
lated any military regulations controlling life insurance and in particular had 
never participated in any group pitch in the sale of life insurance. However, 
this testimony does appear in the transcript and I, therefore, wish at this time 
to furnish the committee with an original of an affidavit executed by Mr. Samuel 
Schrier, a former member of the EALU and an associate of Mr. Stuart W. Reich- 
stein, the contents of which will be self-explanatory to the members of the 
committee. Mr. Schrier is returning to the United States during the coming 
week and will be available to testify before the committee concerning the matters 
touched upon by his affidavit. Mr Schrier may be contacted after his arrival 
in the United States at his home address, which is 1 St. Pauls Court, Brooklyn 
26, N. Y. 

Supplementing this information, I should like to state that perhaps the record 
is not entirely clear concerning my personal position with respect to the conduct 
of Mr. Stuart W. Reichstein while he was a soliciting agent for one or more of 
the member companies of the association. I wish to reiterate at this time that 
in my position as executive secretary and counsel for the EALU, I did not have a 
vote nor a voice in any disciplinary action which was or was not taken against 
Stuart W. Reichstein. The decisions in these matters were strictly resolved 
by Headquarters, USAREUR, on behalf of the United States Army and the 
executive council of the EALU on behalf of the membership of the association. 

Should the committee wish any further statements, whether under oath or 
otherwise, from me, I shall be happy to furnish the committee with whatever 
information I have or any further documents which are in my possession. 

Frankfurt on the Main, Germany, this 11th day of December 1954. 


WALTER W. O’Hatrre. 


AFFIDAVIT 
GERMANY, 
City of Frankfurt on Main, 
Consulate General of the United States of America, ss: 

I, Samuel Schrier, a citizen of the United States of America, residing at 1 St. 
Pauls Court, Brooklyn 26, N. Y., and temporarily a resident of Frankfurt on the 
Main, Germany, having been first duly sworn on oath do depose and say the 
following: 

It has come to my attention that Stuart W. Reichstein has testified under oath 
before a special subcommittee of the Armed Forces Committee to the effect that 
he has never violated USAREUR Headquarters regulations concerning the sale 
of life insurance and particularly by “group pitching’. In this connection I should 
like to submit the following information to the congressional committee : 

That as a representative of American Standard Life Insurance Co., Fort 
Worth, Tex., duly authorized to engage in the solicitation of commercial life insur- 
ance by Headquarters USAREUR, I worked together with Stuart W. Reichstein. 
also a representative of American Standard Life Insurance Co., and George Ash- 
ley, European general agent of American Standard Life Insurance Co. in the 
4th Replacement Company of the 4th Infantry Regiment at Bonames, Germany. 

That during the months of April and May 1954, on approximately 7 to 10 ocea- 
sions, I was associated with Stuart W. Reichstein and George Ashley in giving 
group talks to replacement personnel who were coming into the 4th Division for 
assignment and who were in the replacement company for a period of 24 to 48 
hours. To my personal knowledge, Stuart W. Reichstein gave talks on the sub- 
ject of life insurance and particularly on the life-insurance policies of American 
Standard Life Insurance Co., Fort Worth, Tex., the company he represented at 
that time. Mr. Reichstein talked to the replacement personnel who were brought 
into the indoctrination lecture room, which is referred to as TI and E room, and 
also in the day room as well as barracks or sleeping quarters, where Mr. Reich- 
stein explained the life-insurance policies issued by his company, the American 
Standard Life Insurance Co. These group pitches usually took place between 
10:30 a.m. and 2 p.m. Mr. Reichstein made all arrangements for the assembly 
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of the troops before which he made his group pitch on the purchase of life insur- 
ance. As a result of Mr. Reichstein’s talks, many applications for life-insurance 
policies of American Standard Life Insurance Co. were executed for processing 
under military regulations. 

This is to state that I never made an official report of these incidents to the 
office of the executive secretary of the EALU, Mr. Walter W. O’Haire, for the 
reason that at that time I did not consider the matter to be of sufficient signifi- 
cance that official action should be taken by the EALU. My purpose in submit- 
ting this affidavit at this time is only to correct the misstatements made by Mr. 
Reichstein concerning his personal conduct in the sale of life insurance to mem- 
bers of the Armed Forces in Europe. I am no longer engaged in the sale of life 
insurance to Armed Forces personnel in Europe and, therefore, have no personal 
interest in the issues raised by the charges of Mr. Reichstein. From my own per- 
sonal knowledge I know that Mr. Reichstein has violated not only USAREUR 
Headquarters regulations but also the constitution and bylaws of the European 
Association of Life Underwriters on the above occasions and this affidavit is 
submitted to the Armed Services Subcommittee in the hope that it will aid the 
committee in arriving at a fair and just decision. 

It is my intention to return to the United States on or before January 1, 1954, 
and I will be available to testify at the pleasure of the committee. My address in 
the United States will be 1 St. Pauls Court, Brooklyn 26, N. Y. 

Frankfurt on the Main, this 10th day of December 1954. 

SAMUEL ScHRIER. 


Subscribed and sworn to before me, this 10th day of December 1954. 


[SEAL] Rosert M. Forcey. 
Vice Consul of the United States of America, 
Duly Commissioned and Qualified. 


STATEMENT 


I, Michael J. Ellis, of Grand Rapids, Mich., would like to make this statement 
concerning Mr. Stuart W. Reichstein, of San Antonio, Tex. 

Approximately 2 years ago, I met Mr. Reichstein in the apartment of Mr. 
George Ashley, general agent for American Standard Life Insurance Co. of 
Fort Worth, Tex. During the following months, I saw Mr. Reichstein on dif- 
ferent occasions, but I did not engage in any conversation with him. At that 
time, I had been the constant companion of Mrs. Hedy Kaiser, a German na- 
tional divorcee. We had been inseparable over the 18-month period while I was 
serving as an officer in the United States Army in Germany. The reason for my 
réturn to Germany was due to my desire to be with Mrs. Kaiser. A few months 
later, I became an agent for the Service Life Insurance Co. of Fort Worth, Tex. 
In February 1953, I visited Iceland and solicited insurance to the members 
of the military command stationed there. Upon my return to Germany, Mrs. 
Kaiser informed me that she had been seeing quite a bit of Mr. Reichstein; how- 
ever, after seeing me again, she stated that she was still in love with me and 
desired to remain with me if I would forgive her for her former actions. Be- 
ing in love with her, I agreed and she immediately informed Mr. Reichstein 
that she did not want to have anything to do with him. Mr. Reichstein became 
uncontrollable and stated that he would kill me, if it was the last thing that he 
did in his life. A few days later, Mr. Reichstein drove up in front of Mrs. 
Kaiser’s home in his automobile as I was attempting to leave. We had a discus- 
sion concerning Mrs. Kaiser and he told me that he was not going to give 
her up under any circumstances. One thing led to another and we had a fist fight. 
This was immediately broken up by the manager of the apartment house. I 
immediately reported this incident to the American consulate and was advised 
by Mr. McIntosh to stay away from Mr. Reichstein in order to avoid future 
trouble. On two different occasions, shortly following this incident, Mr. Reich- 
stein threatened me again and it involved considerable embarrassment to Mrs. 
Kaiser and her guests. Mr. Reichstein attempted to get me into difficulty with 
the attorney general’s office in Texas, by filing a complaint against me. When 
this proved to be unsuccessful, he attempted to create another act of violence at 
Mrs. Kaiser’s apartment while we were entertaining Mr. and Mrs. Herman 
Brown from Dallas, Tex. This involved Mr. Reichstein’s entering Mrs. Kaiser’s 
apartment without her consent which made it necessary for her to call the Ger- 
man police for protection since he threatened to do bodily harm to her. At a 
later date, Mr. Reichstein was called before a German arbitrator whereby he 
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agreed that he would not bother Mrs. Kaiser any more, however, that this did 
not have any concern with his future dealings with Mr. Ellis. 

This constant threat of Mr. Reichstein, had kept Mrs. Kaiser and myself in 
ill health and under a doctor’s care during the past 18 months. I had developed 
a serious internal condition which kept me flat on my back on two different oc- 
casions for a month at a time. 

In the recent congressional hearing in Frankfurt/Main, Germany, on the 
investigation of insurance, I have been informed that this matter pertaining to 
Mr. Stuart W. Reichstein’s actions has been filed and will verify this statement. 

Frankfurt/Main, this 9th day of December 1954. 

Micuaet J. 


CERTIFICATE OF ACKNOWLEDGEMENT OF EXECUTION OF AN INSTRUMENT 


GERMANY, 
City of Frankfurt on Main, 
Consulate General of the 
United States of America, ss: 

I, Robert M. Forcey, vice consul of the United States of America at Frankfort 
on Main, Germany, duly commissioned and qualified, do hereby certify that on 
this 9th day of December 1954, before me personally appeared Michael J. Ellis 
to me personally known, and known to me to be the individual described in, 
whose name is subscribed to, and who executed the annexed instrument, and 
being informed by me of the contents of said instrument he duly acknowledged 
to me that he executed the same freely and voluntarily for the uses and purposes 
therein mentioned. 

In witness whereof I have hereunto set my hand and official seal the day and 
year last above written. 

Rosert M. Forcey, 
Vice Consul of the United States of America. 


HousE or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOM MITTEE ON DEFENSE ACTIVITIES, 
Washington 25, D. C., December 11, 1954. 
AMERICAN INVESTORS LIFE INSURANCE Co., 
Dallas, Tex. 
AMERICAN SAVINGS LIFE INSURANCE CO., 
Fort Worth, Tez. 
AMERICAN STANDARD LIFE INSURANCE Co., 
Fort Worth, Tez. 
AMERICAN UNITED SERVICES INSURANCE Co., 
Houston, Tex. 
BANKERS LIFE INSURANCE Co., 
Dallas, Tex. 
GIBRALTAR LIFE INSURANCE Co., 
Dallas, Tex. 
MIDCONTINENT Lire INSURANCE Co., 
Fort Worth, Tex. 
NATIONAL EpuCators LIFE INSURANCE CO., 
Fort Worth, Ter. 
PIONEER Lire INSURANCE Co., 
Houston, Tea. 
SERVICE Lire INSURANCE CO., 
Fort Worth, 
INTERNATIONAL FIDELITY INSURANCE Co., 
Dallas, Ter. 
GREAT NORTHWEST LIFE INSURANCE Co., 
Spokane, Wash. 
LIFE INSURANCE SOcIETY OF AMERICA, 
Birmingham, Ala. 
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Dear Sirs: This subcommittee has conducted an inquiry into the sale of in- 
surance in the European Command of the United States Army and elsewhere. 
You are undoubtedly alerted to the subject matter in view of the fact that counsel 
representing your company or counsel for your association, have been present 


at these hearings. 


The subcommittee desires your immediate answer to the questions propounded 


in the enclosed questionnaire. 


Counsel for your company have agreed to submit additional data for informa- 


tion of the subcommittee. 


A copy of this letter is being sent to your counsel for their advice in the 


premises. 


It is imperative that your answers to these questions be in the hands of the 
subcommittee by registered airmail not later than Thursday, December 16. 

In the event the information is not forthcoming, the subcommittee will be com- 
pelled to rely upon published reports from approved sources containing financial 


data. 


The questionnaire is to be signed and verified by an authorized official of your 


company. 


Your cooperation in this regard will be appreciated. 


By direction of the chairman. 
Sincerely yours, 


JOHN J. CourTNEY, 


Special 


House OF REPRESENTATIVES, 

COM MITTEE ON ARMED SERVICES, 
SUBCOMMITTEE ON DEFENSE ACTIVITIES, 

Suite 306, House Office Building, Washington 25, D.C. 


The following information and data is required of you for the years 1952, 1953, 


and for the first 10 months of 1954. 


and in the column designated for the year in question. 


Counsel. 


Please place the data opposite the question 


First 10 
months 1954 


} State the volume of business on your books on December | 
51: 


II. State the volume of life insurance written by your com- 
pany in the following places: 
1, State of Texas 
2. Any other State: 


3. Beyond continental United States where licensed 
by Army, Naval, or Air Force authorities, giv- 
ing name ‘of place'o of theater: 

(Name)_. 
(Name) 
(Name)_. 
III. State the volume of life insurance that has lapsed in the 
ing pk aces Ss: 


(Name) 
3. In foreign countries “where licensed by ‘Army, 
Navy, or Air Force: 
(Name).. 
IV. State the amount of money received in allotment checks 
in payment of life insurance premiums by your com- 
pany for: 


| 
| 1952 | 1953 = 
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ne ‘ First 10 
1952 1953 months 1954 


V. State the number of general agents writing business for 
your company for the following places: 
1, State of Texas 
2. Any other State: 
(Name) __- 
(Name) 
(Name) __. 
3. On any Army, Naval, or Air Force installation 
where licensed by military authorities: 
(Name) 
(Name) 
(Name) _- 
VI. State the number of soliciting agents of your company in 
the following places: 
1. State of Tex: 
2. Any other St 
(Name) - 
(Name) 
(Name) 
3. On any Army, Naval, or Air Force installation 
where licensed by military authorities: 
(Name)... 
(Name) 
VII. State the percentage of premium and dollar amount of 
commissions paid to soliciting agents per thousand 
dollars of life insurance in the following places: 
1. State of Texas 
2. Any other State: 
(Name). 
3. In foregin countries where licensed by the Army, 
Navy, or Air Force: 


ate: 


STATE OF 
County of ———,, 88: 
I, , the of , authorized official of said company, do 


solemnly swear (or affirm) that the answers to the foregoing questions have 
been, by authority of the company, answered from the books, records, and data 
of the company ; and that the same are in all respects true. 


Subscribed and sworn to before me the — day of December 1954: 
[ NOTARIAL SEAL] 


McGown, Goprrey, LoGAn & DECKER, 
Fort Worth, Tex., December 14, 1954. 
Hon, JoHN J. COURTNEY, 
Special Counsel, Committee on Armed Services, 
Subcommittee on Defense Activities, House Office Building, 
Washington 25, D. C. 

Dear Sir: I have your letter of December 11, 1954, enclosing copy of letter 
addressed to certain Texas insurance companies together with a questionnaire 
which it is requested be filled out and mailed not later than Thursday, Decem- 
ber 16. 

I have advised the clients represented by this office, the names of whom will 
appear below as receiving copies of this letter, that it would not be advisable 
to attempt to answer the inquiry for two reasons. First, the information re- 
quested presents only a very limited appraisal of the companies involved and 
it would be quite unfair for the Armed Services Subcommittee to have only these 
facts in the record and not all the facts concerning these companies. 

According to your announcement on page 3 of the record made in Cincinnati, 
the subcommittee was convened because of certain charges of irregularities ap- 


20 


55591—54 
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pearing in an article of the November issue of the Argosy magazine. While this 
article dealt with irregularities in the sale of (1) surplus food; (2) liquor; 
(3) slot machines; and, (4) commercial insurance, apparently the conscience 
of the committee was shocked only by the sale of insurance inasmuch as you 
further announced the hearing would be limited to the matter of the sale of 
commercial insurance, 

Those matters appearing in the article and dealt with by the hearings of the 
subcommittee thus far attack the integrity and stability of certain Texas in- 
surance companies. We requested in the Cincinnati hearing that the Texas in- 
surance eompanies so attacked be permitted to present appropriate evidence 
before the committee. It is unbelivable that the committee would attempt to 
reach any conclusions without hearing from the industry itself. 

The industry should be afforded the same opportunity to appear in person and 
present its facts as was afforded the accuser and the agents. We consider it 
quite unfair to restrict the industry to the answers to a few chosen questions 

Secondly, the answers to certain of the questions requires considerable auditing 
that cannot be completed within the time allotted. 

We regret that we feel, in the proper representations of our clients, that we are 
forced to recommend to them to decline any information to the committee. You 
are most welcome to all of the facts which clients will be happy to give in a public 
hearing at the committee’s convenience, 

Yours very truly, 


BEG/aif 

ce: Trans-American Life Insurance Company 

ec: Service Life Insurance Company 

ee: American United Services Insurance Company 
ee: Life Insurance Company of America 

ce: Mr. Ralph D. Pittman 


B. E. Goprrey. 


House oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE ON DEFENSE ACTIVITIES, 
Suite 306, House Office Building, Washington 25, D.C. 


The following information and data is required of you for the years 1952, 1953, 
and for the first 10 months of 1954. Please place the data opposite the question 
and in the column designated for the year in question. 


I. State the volume of business on your books on Dec. 31, 1951: $37,769,766. 


} 1952 | 1988 | 
II. State the volume of life insurance written by your 
company in the following places: } | 
$2, 595, 097 $387, 437 219, 396 
2. Any other State: 
Other States of the United States_ 10, 345, 318 2, 888, 193 | 3, 318, 881 
New Mexico... 0 | 45, 694 | 83, 500 
Wyoming 0 | 0 0 
3. Beyond continental United States where | 
licensed by Army, Navy, or Air Force au- 
thorities, giving name of place or theater: 
Japan. __. 4 2, 492, 500 2, 500 254, 011 
691, 063 2, 682, 476 1, 649, 815 
16, 123, 978 | 6, 006, 300 5, 525, 603 


III, State the volume of life insurance that has lapsed | 
in the following places: | 


| 
893, 231 512, 134 329, 307 
2. Any other State: | 
New 95, 281 175, 131 
Wyoming... 0| 0 5, 500 
Other States of the United States_. 5, 927, 002 5, 966, 620 | 3, 060, 837 
3. In foreign countries where licensed by | | 
Army, Navy, or Air Force: | } 
Japan. | 3, 927, 366 849, 207 | 235, 302 
a ee ee 3, 243, 401 | 2, 053, 173 1, 107, 915 


13, 991, 000 | 9, 476, 415 4, 913, 992 
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Ist 10 months 
1952 | 1953 1954 
IV, State the amount of money received in allotment 
checks in payment of life-insurance premiums | | 
by your company for: 
Army $1, 428, 293. 92 | $948, 312.15 | $503, 877. 89 
Navy- 44, 998. 55 | 133, 889. 17 121, 154, 48 
826, 267. 94 734, 127. 43 | 571, 387. 54 
=e 2, 299,560.41 | 1,816, 328.75 1, 196, 419. 91 
V. State the number of general agents writing busi- 
ness for your company for the following places: | 


2. Any other State: } 
3. On any Army, Navy, or Air Force installa- | } 
tion where licensed by military authorities: | 
VI. State the number of soliciting agents of your com- | | 
pany in the following places: | | 
2. Any other State: | | 
5 5 2 
| 6 | 0 0 
0 | 12 4 
1 1 | 1 
| 
4 | 5 | 5 
Jay 7 | 1 | 3 
VII. State the percentage of premium and dollar amount | | 
of commissions paid to soliciting agents per | 
thousand dollars of life insurance in the following | | 
places (total agency commission basis): Percent Amount Percent Amount| Percent Amount 
1. State of Texas__.___. | 63.17 $36.28 | 68.47 $43.10 | 67.28 $19.74 
2. Any other State: Other States of the United | 


| 63.17 36.28 68.47 43.10 67.28 19.74 


Army, Navy, or Air Force: 
63.17 36. 28 68.47 43.10 67.28 19.74 
63.17 36. 28 68.47 43.10 | 67.28 19.74 


STATE OF TEXAS, 
County of Tarrant, ss: 

I, T. O. Briggs, the secretary of Trans American Life Insurance Co., Fort 
Worth, Tex., authorized official of said company, do solemnly swear (or affirm) 
that the answers to the foregoing questions have been, by authority of the 
company, answered from the books, records and data of the company; and that 
the same are in all respects true. 

T. O. Briaes. 

Subscribed and sworn to before me the 18th day of December 1954: 


[NOTARIAL SEAL] IRENE Fox, 
Notary Public in and for Tarrant County, Tex, 


We would also like to submit the following important information: 


| 1952 | 1953 1954 
Death claims paid: 
Military (killed in service) .....................-- ‘ $267, 000. 00 | $195, 279. 72 $369, 905. 20 
24, 000.90 | 6, 000. 00 | 12, 000, 00 
Cash benefits paid to the servicemen under their policies 
360, 867. 20 481, 722.01 600, 590. 16 


1 In January 1954 the War Department declared dead a large number of servicemen that had been on a 
missing-in-action status as far back as 1950. 


F. O. Brices, 
Secretary. 
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House OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE ON DEFENSE ACTIVITIES, 
Suite 306, House Office Building, Washington 25, D. C. 


The following information and data is required of you for the years 1952, 1953, 
and for the first 10 months of 1954. Please place the data opposite the question 
and in the column designated for the year in question. 


I, State the volume of business on your books on Dee. 31, 1951, $21,243,822. 


| 
| Ist 10 months 
| 1952 | 1953 | 1954 
II, State the volume of life insurance written by your | 
company following places: | 
| 2, 263, 443 | 3, 163, 138 4, 904 
2. Any other State: All others 23, 279, 687 | 11, 759, 176 | 12, OOF 780 
3. Beyond continental United States where 
licensed by Army, Naval, or Air Force | 
authorities, giving name of place or | 
Europe 3, 777, 417 | 8, 056, 833 | 12, 932, 789 
Far East___- my | 3, 415, 450 5, 145, 812 
Puerto Rico 630, 000 1, 533, 500 16, 500 
III, State the volume of life insurance that has lapsed | | 
in the places: | 
1,019, 054 | 2, 580, 195 2, 223, 434 
2. Any other State: All others___. | 11, 973, 891 | 10, 320, 780 6, 313, 904 
3. In foreign countries where licensed by Army, | 
or Air Force: | 
2, 010, 726 6, 880, 520 5, 718, 861 
2, 973, 227 | 2, 470, 485 
Puerto Rico______- | 282,145 | 1, 327. 119 106, 428 
IV. State the amount of money received in allotment | 
checks in payment of life insurance premiums by | 
your company for: | 
Army si » Be | 938, 601 1, 061, 483 834, 637 
243, 813 272, 824 138, 355 
V. State the number of general age S}Uwriting busi- | 
ness for your company for the 
1. State of 5 8 11 
2 (a). Japan (licensed by Japanese ‘Govern-- | 
ment_. | 2 
3. On any Army, Navy ‘or Air Force installa- | 
tion where licensed by military authori- 
ties, total. 24 | 49 65 
VI. State the number of soliciting agents of your com- | 
pany in the following places: | 
2. Any othér State: Arizona___- 5 
2 (a). Japan (licensed by Japanese Govern- | 
3. On any Army, Navy or Air Force installa- | 
tion where licensed by military authori- 
ties, total Srbii --| 178 237 352 
VII. State the percentage of ‘premium and dollar 
amount of commissions paid to soliciting agents 
per thousand dollars of life insurance in the | 
following places: | 
er- Per- 
| cent Amount) cent Amount) cent Amount 
2, Any other State: All others - 50 29. 40 60 30. 72 60 27. 60 
3. In foreign countries where licensed by the 
Amy, Navy or Air Force: | 
awaii 60 27. 60 
Europe | 60 30.7 60 27. 60 
Far East -| 60 30. 72 60 27. 60 
Puerto Rico 60 30. 7: 60 30. 72 
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Death claims paid: 


1952_. 


Total paid to beneficiaries and policyholders_________ -- 1, 067, 053. 23 
STATE OF TEXAS, 

County of Tarrant, ss: 

. I, F. B. Dickey, the president of the Service Life Insurance Co., authorized 
offic ial of said company, do solemnly swear’ (or affirm) that the answers to the 
foregoing questions have been, by authority of the company, answered from the 
books, records and data of the company; and that the same are in all respects 


true, 

F. B. Dickey. 
Subscribed and sworn to before me the 17th day of December 1954: 
(NOTARIAL SEAL] Jack J. REeeEp, 

Notary Public, County of Tarrant, State of Teras. 
My commission expires May 31, 1954. 
House OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE ON DEFENSE ACTIVITIES, 
Suite 306, House Office Building, Washington 25, D.C. 
The following information and data is required of you for the years 1952, 1953, 
and for the first 10 months of 1954. Please place the data opposite the question 
and in the column designated for the year in question. 
I. State the volume of business on your books on Dec. 31, 1951, $10,092,632. 
Ist 10 months 
195% 1953 1954 
II. State the volume of life insurance written by your 
company in the following places: 
1. State of Texas (no other) $1, 123, 000 $956, 589 $1, 388, 363 
2. State (no breakdown by other States 
available) $4, 547, 956 $784, O78 $750, 824 
3. Beyond continental United Ste — where 
licensed by Army, Navy, or Air Force 
authorities, giving name of “pk ace Or 
theater: 
Europe None $1, 762, 290 $5, 999, 822 
Far East___- $1, 670, 194 $3, 990, 679 $4, 206, 196 
. III. State the volume of life insurance that has lapsed 
in the following places: Total all States and 
foreign countries (no breakdown by States 
available) $4, 059, S78 $9, O88, 365 $6, 946, 817 
IV. State the amount of money received in allotment 
checks in payment of life insurance premiums 
by your company for: 
i Army $326, 765. 54 $382, ORS. 24 
Navy None $8, 872.71 
Air Force___- $270, 373. 00 $136, 947. 35 $108, 484. 51 


V. State the number of gener: al agents writing busi- 
ness for your company for the following Dk wes: 


1. State of Texas... ___. 2 2 2 
2. Any other State _- None None None 
3. On any Army, Navy or Air Force installa- 
tion where licensed by military authori- 
ties: 
Europe. None 1 1 
1 1 1 


Cash Benefits Paid to Policyholders: 
| 

4 
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| | months 
| 1952 1953 Ist 


VI. State the number of soliciting agents of your | 
company in the following places: 


2. Any other State. 13 | 8 8 
3. On any Army, Navy or Air Force instal- | 
lation where licensed by military au- | | 
thorities: | | 
Far East____- 11 | 18 | 14 
VIL. State the percentage of pre mium and dollar | 
amount of commissions paid to soliciting agents | 
per thousand dollars of life insurance in the | 
following places (commissions same regardless | Percent Amount) Percent Amount| Percent Amount 
of where insurance is written) 50 $33.00 60 $39. 60 | 50 $25. 00 
Ist 10 months 
1952 1953 of 1954 
VIII. Amount of death claims paid: * 
78, 500 55, 000 $98, 300 


STATE OF TEXAS, 
County of Harris, ss: 

I, Taylor Moore, the secretary of American United Services Insurance Co., 
authorized official of said company, do solemnly swear (or affirm) that the 
answers to the foregoing questions have been, by authority of the company, 
answered from the books, records, and data of the company; and that the same 


are in all respects true. 
TAYLOR MOORE. 


Subscribed and sworn to before me the 20th day of December 1954. 


[NOTARIAL SEAL] FRANCES A. COCHRAN, 
Notary Public in and for Harris County, Texrdas. 


LIFE INSURANCE SOCIETY OF AMERICA, 
Birmingham, Ala., December 14, 1954. 
HOUSE OF REPRESENTATIVES, 
Committee on Armed Services, 
~ Subcommittee on Defense Activities, 
House Office Building, Washington, D.C. 

GENTLEMEN: Acknowledgment is made of your questionnaire dated Decem- 
ber 11, 1954. 

Please be assured of our desire to cooperate to the fullest with your request 
and the desires of the House of Representatives Committee on Armed Services 
and the Subcommittee on Defense Activities. 

It is virtually a physical impossibility to furnish you with exactness the 
information requested in the manner requested and by the deadline of Decem- 
ber 16, 1954. 

Please, therefore, permit us to give you to the best of our ability the informa- 
tion we are able to give you and which we assume is what you would want 
us to do under the circumstances. 


GENERAL 


This company was first licensed to do business in the year 1936. We are 
domesticated in the State of Alabama. It is not affiliated with any concern 
outside the State of Alabama. It is under the same management today as it 
was in 1936. 


QUESTION NAIRE 
I. The amount of business in force on: 


SALES OF COMMERCIAL LIFE INSURANCE 307 


Il. Our military department placed in force on the lives of military personnel 
during the periods below the following amounts of insurance: 

$5, 286, 716 

6, O85, 833 

5, 501, 202 

No breakdown is made on our records as to location of where this business 

Was written. In general, it could be stated that it was written at various de- 

fense installations located in Alabama and wherever else it was permissible 

by the rules and regulations made by the various branches of the Defense Depart- 
ment, including the Army, Navy, Air Force, Coast Guard, ete. 

IIl. Volume of life insurance on military personnel that lapsed during periods 

stated below is as follows: ' 


_ $3, 157, 002 

4, 273, 857 

= 3, 107, 302 

IV. Amount of dollars received by Government allotment checks are as follows: 
_____ $569, 343. 41 

666, 144.81 

531, 316. T2 

V. and VI. During the period for which information is requested, we have had 
on an average 9 persons Who would qualify as general agents, and a total agency 
force approximating 75 persons. This includes agents from whom we accept 
brokerage business. 

VII. The percentage of first-year premium paid to agents in our employ varies 
according to the plan of insurance. The percentages will range from 30 to 60 
percent. In most cases where there is a general agent supervising an agent, 
an overwrite of approximately 10 percent is paid to the general agent. 


GENERAL 


Although you did not ask it, may we submit the following: During the periods 
covered in your inquiry, the following was paid to our military personnel policy- 
holders and their beneficiaries : 

Death and casualty claims: 


195% 105, 497. 20 
1954, Oct. 31 108, 538. 


Cash-surrender and other cash outs as provided in policies: 


3, 292. 97 
9, 296. 


15, 121. 


Reinsurance premiums paid on military policies : 
1952 5, O49. 
12, 459. 
17, 192. 5- 


66, 310 


1 This reserve amount is the company’s liability to individual policyholders and is repre- 
sented in contracts by cash values and other benefits. 


May we further submit that the policies of life insurance and the method of 


doing business with military personnel is no different from the policies of life 
insurance offered our citizens in commercial activities. There has never been 


1The amount of lapses shown above under question III, it should be pointed out, dees 
not mean necessarily that all benefits expired at the time the policy lapsed. Some of this 
business went on extended term insurance, that is to say, the insurance on the life of the 
person was continued in force for a limited period of time. 


Refunds to disbursing office and policyholders : 
| 
) 
Increase in reserve liability : * 
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a restriction clause contained in our policies. The protection provided is good 
anywhere in the world and including combat. The rates charged and values 
given are the same as we offer to civilians not in military service. This has been 
our business policy since we first issued a policy to cover the life of a person 
in military service. The exception, if it can be called such, to the last two state- 
ments is that in case of a pilot, an extra rate is charged ; but this would also be 
true of a civilian pilot. 

Our company is as anxious as you gentlemen to see that persons engaged in the 
military services of this country have every advantage of wise insurance counsel- 
ing and the best of life-insurance protection that can be afforded them. 

We will furnish the committee as much information as we have available 
provided ample time is given us. 

Your very truly, 
HowArp G. CLarK, Jr., 
President. 
STATE OF ALABAMA, 
County of Jefferson, ss: 

I, Howard G. Clark, Jr., the president of Life Insurance Society of America, 
authorized official of said company, do solemnly swear (or affirm) that the in- 
formation above stated is to the best of my knowledge true and correct and fig- 
ures stated are from the books and records of the company. 

[SEAL] Howarp G. CLARK. 


Subscribed and sworn to before me the 14th day of December 1954: 
| NOTARIAL SEAL ] Joyce P. MAYFIELD. 


PIONEER AMERICAN INSURANCE Co., 
Houston 1, Tex., December 15, 1954. 
Mr. JoHn J. CoURTNEY, 
Special Counsel, Committee on Armed Services, 
House Office Building, Washington, D.C. 

Dear MR. CoURTNEY: We are pleased to enclose data as per your request of 
December 11, 1954. In addition to this data we would like to offer the following 
references : 

art II, page 1, volume of insurance written: Due to the time allotted us in 
having this back to your office, it was impossible to break down our business 
written in the different foreign countries and you will note that we have grouped 
all foreign business together. 

Part IIT, page 1, volume of insurance lapsed: The same applies to our lapsed 
business in foreign countries as explained in reference part II, page 1. 

Part IV, page 1, allotment checks: The amount of premiums shown as col- 
lected through Government allotment for 1952, 1958, and the first 10 months of 
1954, are an accumulation of premiums on insurance sold by our company to 
military personnel over a period of years beginning in 1937. 

Parts V, VI, and VII, page 2: We want to take this opportunity to express 
that we do not have agents in our company who write strictly military personnel. 
Not more than 30 percent of life insurance that we are selling in foreign coun- 
tries is being written on military personnel; the other 70 percent is being writ- 
ten on American civilians who are in these foreign countries and who are paying 
their premiums in American dollars. 

Our company is licensed to do business in 11 States and Alaska. We have 
agents in all of this territory writing principally civilian business. Our military 
business sold in the States by our company is less than 5 percent of our total 
volume, As explained above, we do not now have any agents in the States or 
abroad who are what is commonly termed “military salesman.” For your fur- 
ther information, we do not make any distinction in the type of policies that we 
sell to military or civilian nor in our underwriting practice in appproval of the 
risk for policy issuance to military or civilian. We also use the same type of pol- 
icyholder service for all classes of business. 

Since the time this company first started selling military business we have 
paid to beneficiaries of military personnel hundreds of thousands of dollars in 
death claims and have never failed to promptly pay these claims as they were 
received. Neither, have we ever placed a war clause in any of our policies 
sold to military personnel. 

We hope that we have furnished you the information you have desired and 
if there should be anything further, please let us know. 

Very truly yours, 
WILLIAM R. CocHRANE, Actuary, 
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The following information and data is required of you for the years 1952, 1953, 
and for the first 10 months of 1954. Please place the data opposite the question 
and in the column designated for the year in question. 

The following figures are correct to the best of our knowledge and belief. 


P First 10 months 
1952 } 1953 1954 — 
II. State the volume of life insurance written by your | 
company in the following places: | 
1. State of Texas____ $4, 097, 256 $3, 757, 986 $3, 895, 721 
2. Any other State: | 
726, 411 1, 099, 960 1,; 
Oregon 199, 114 412, 762 | 
Other States ____ a] 4, 917,171 9, 151, 437 | 5, 


3. Beyond continental United States where | 
licensed by Army, Naval or Air Force 
authorities, giving name of place or | 
theater: All foreign 132, 000 


2, 739, 124 


III. State the volume of life insurance that has lapsed | 
in the following places: 
NL eee 2, 233, 687 1, 865, 448 | 2, 868, 996 
2. Any other State: 
Washington. ________- +> 568, 398 569, 576 | 804, 207 
109, 306 153, 066 405, 77! 
Other States __- : 7, 766, 661 7, 439, 381 | 4, 826, 899 
3. In foreign countries where licensed by Army, | 
Navy or Air Force: All foreign 2, 000 49, 000 | 358, 74 
IV. State the amount of money received in allotment 
checks in payment of life insurance premiums 
by your company for: | 
A rmy a P es a3 653, 604. 77 551, 934. 35 | 397, 722. 37 
Navy..._. 67, 562.15 60, 058. 33 
390, 411. 83 400, 293. 23 
V. State the number of general agents writing business | 
for your company for the following places: | 
1. State of Texas Te : ~ 10 11 | 12 
2. Any other State: 
Arkansas 2 2| 
Louisiana. - | 2 
Others 12 12 
3. On any Army, Naval or Air Force installa- | 
tion where licensed by military authori- | | 
ties: | 
Others ; : 3 3 3 
VI. State the number of soliciting agents of your com- 
pany in the following places: - 
1. State of Texas i 38 43 5l 
2. Any other State: 
Washington 22 23 | 25 
Oregon £ 18 | 20 | 19 
Others 46 52 49 
3. On any Army, Navy, or Air Force installa- | 
tion where licensed by military author- | 
ities: 
Texas 5 5 2 
Nevada 2 | 2 
Others 19 | 17 7 


VII. State the percentage of premium and dollar amount 
of commissions paid to soliciting agents ner thou- 
sand dollars of life insurance in the following 


places: Percent Dollars| Percent Dollars|Pereent Dollars 

1. State of Texas 64h 122. 58 | 66 123.10 67 121.44 
2. Any other State: | 

Colorado... 6414 122.58 | 66 123.10 67 121.44 

Alabama 6444 122.58 66 123.10 | 67 121.44 

Other States | 6444 122.58 66 123.10 | 67 121.44 


3. In foreign countries where licensed by the 
Army, Navy, or Air Force: ‘ 
Europe. _.| 64144 122.58 66 123.10 67 121.44 
Japan é .-.| 64% £122.58 66 123.10 67 121.44 


1 First year only. 


STATE oF TEXAS, 
County of Harris, 8s: 
I, William R. Cochrane, the actuary of Pioneer American Insurance Co., au- 
thorized official of said company, do solemnly swear (or affirm) that the answers 
to the foregoing questions have been, by authority of the company, answered 


. 
I. State the volume of business on your books on December 31, 1951, $48,835,893. 
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from the books, records and data of the company; and that the same are in all 
respects true. 
WILLIAM R. COCHRANE. 
Subscribed and sworn to before me the 15th day of December 1954: 
Notarial Seal] Doris Rosato, 
Notary Public in and for Harris County, Teras. My Commission Expires 
June 1, 1955. 


PIONEER AMERICAN INSURANCE CO., 
Houston 1, Tex., December 15, 1954. 
Mr. JOHN J. COURTNEY, 
Special Counsel, Committee on Armed Services, Suite 306, 
House Office Building, Washington, D. C. 
Dear Sik: Pursuant to your telegram received this date, we are listing below 
the claims paid by this company during the years 1952, 1953 and 1954. 


Claims paid in 1952: 


Claims paid in 1953: 

Claims paid first 10 months of 1954: 

Total claims (as listed above) paid: 


We would also like to call your attention to the fact that in addition to the 
benefits paid beneficiaries of deceased servicemen many thousands of dollars 
have been paid to servicemen through cash surrendering of their policies. 

Respectfully, 
R. L. Evens, Vice President. 


House oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE ON DEFENSE ACTIVITIES, 
Suite 306, House Office Building, Washington 25, D.C. 
The following information and data is required of you for the years 1952, 1953, 


and for the first 10 months of 1954. Please place the data opposite the question 
and in the column designated for the year in question. 


I. State the volume of business on your books on Dee. 31, 1951: None. 
1952 1953 First 10 months 
II. Stare the volume of life insurance written by your 
company in the following places: 
2. Any other State: All others...._..__....-_- None 47, 000. 00 127, 300. 00 
3. Beyond continental United States where 
licensed by Army, Navy, or Air Force 
authorities, giving name of place or 
theater: 
None 298, 000. 00 3, 000. 00 
III. State the volume of life insurance that has lapsed | 
in the following places: | 
None 36, 000. 00 271, 090. 00 
2. Any other State: All others ake § | None 15, 600. 00 50, 800. 00 
3. In foreign countries where licensed by | 
Army, Navy, or Air Force: | 
None None 284, 700. 00 
SOE None 79, 400. 00 31, 200. 00 
1V. State the amount of money received in allotment | 
checks in payment of life insurance premiums | 
by your company for: 
| None 6, 967. 60 30, 293. 80 
| None 1, 741. 89 | 7, 573. 45 


SALES OF COMMERCIAL LIFE INSURANCE 311 


First 10 months 
1952 1953 1954 
V. State the number of general agents writing busi- 
ness for your company for the following nmin 
None 1 l 
1. Any other State._..______ None None None 
3. On any Army, Naval, or Air Force instal- 
lation where licensed by military au- 
thorities_____ None 4 6 
VI. State the number of solic iting agents of your com- 
pany in the following places: 
2. Any other State____ None None | None 


3. On any Army, Naval or Air Force instal- 

lation where licensed by military au- 

VII. State the percentage of premium and dollar 
amount of commissions paid to soliciting agents | 


. per thousand dollars of life insurance in the | Per- Per- 
following places: | cent Amount cent Amount 
None 60 $35. 16 60 $31. 70 
2. None None None 
3. In foreign countries where licensed by ‘the 
Army, Navy, or Air Force........______- None 60 35. 16 60 31. 70 
First 10 months 
1952 1953 of 1954 
None | $2, 000. 00 | None 
STATE OF TEXAS, 
County of Tarrant, ss: 

I, B. M. Sledge, the treasurer of the American Savings Life Insurance Co., 
authorized official of said company, do solemnly swear (or affirm) that the 
answers to the foregoing questions have been, by authority of the company, 
answered from the books, records and data of the company; and that the same 
are in all respects true. 

B. M. SLepee. 

Subscribed and sworn to before me the 17th day of December 1954. 

{ NOTARIAL SEAL ] JAcK J. REED, 

Notary Public, County of Tarrant, State of Texas. 

My commission expires May 31, 1955. 

House OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE ON DEFENSE ACTIVITIES, 
Suite 306, House Office Building, Washington 25, D.C. 

The following information and data is required of you for the years 1952, 1953, 

and for the first 10 months of 1954. Please place the data opposite the question 
e and in the column designated for the year’in question. 
I. State the volume of business on your books on Dec. 31, 1951: $50,513,189. 
| 1952 1953 First 
II. State the volume of life insurance written by your | | 
company in the following sr } } 
1. State of Texas_______- LS _...---| $12,613,011 | $13, 524, 723 $14, 425, 835 
All other____. 40, 867, 315 36, 153, O87 | 23, 364, 390 
2. Any other State: 
771, 926 1, 086, 309 795, 850 
0 61, 032 5, 202 
New Mexico__. : 0 711, 671 725, 831 
Colorado - -- 0 552, 332 654, 293 
. Beyond continental United States where licensed 
by Army, Naval, or Air Force authorities, giv- 
ing name of sateas or theater: 
1, 732, 189 940, 079 831, 221 
643, 398 1, 397, 545 1, 095, 784 
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| 
| 1952 1953 Ist 
III. State the volume of life insurance that has lapsed in the 
following places: | 
$5,103,975 | $5, 721, 262 $5, 384, 275 
All other 17,020,195 | 19, 995, 650 14, 977, 916 
2. Any other State: | 
Florida 86, 907 954, 850 1, 083, 254 
Wyoming_____ 10, 822 14, 550 
New Mexico. 78, 905 84, 333 
Colorado 0 | 35, 865 41, 275 
3. In foreign countries where licensed by Army, | 
Navy. or Air Force: | | 
Alaska___. 243, 345 542, 389 649, 830 
Hawaii-_- } 124, 850 185, 350 204, 721 
IV. State the amount of money received in allotment checks. | 
in ~~ of life-insurance premiums by your com- | 
pany for: 
Army. 4 70 | 1, 285, 875. 08 724, 065. 81 
| won 168. 97 677, 827. 07 429, 212. 61 
V. State the number of general agents writing business for | 
your company for the follow 
1. State of Texas__- 3 4 2 
2. Any other State: 
Florida - | 1 1 
Foreign ____ | 2 | 6 3 
3. On any Army, Naval, ‘or Air Force installation | | 
where licensed by military authorities: | 
VI. State the number of soliciting agents of your ‘company | 
in the following places: | 
2. Any other State: | 
3. On any Army, N Jav al, ‘or Air Force installation } 
where licensed by military authorities: | 
VII. State the percents age of premium and dollar amount | | 
of commissions paid to soliciting agents per | | 
thousand dollars of life insurance in the following | 
places: | 
1. State of Texas: 
Average premium per thousand... | $51. 44 $57. 76 $42. 14 
Average Ist-year commissions (percent) - | 40 50 60 
Average renewal commissions (percent) - 236 | 248 214 


Nore, ~—Figures contained in this report are estimates due to the short time allowed for preparation. 
We cannot give ‘‘Business in force’ and “Lapsed business in foreign countries,’ due to the fact that each 
insured 8 legal State of residence only is known from our puncheard system. 


STATE OF TEXAS, 
County of Dallas, ss: 

I, Pat Beadle, the vice president of the International Fidelity Insurance Co., 
authorized official of said company, do solemnly swear (or affirm) that the 
answers to the foregoing questions have been, by authority of the company, 
answered from the books, records, and data of the company; and that the same 
are in all respects true. 

Pat BEADLE, 


Subscribed and sworn to before me the 16th day of December 1954: 


[NOTARIAL SEAL] Margaret McLerran. 
Marcarer McLerran, 
Notary Pwblic in and for Dallas County, Ter. 


My commission expires June 1, 1955. 
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Death and. casualty-claims paid 


Year Civilian Military Total 
: $98, 324 | $214, 749 $313, 073 
82, 726 | 165, 481 248, 207 
1954__. a 68, 621 228, 521 297, 142 


GREAT NORTHERN LIFE INSURANCE Co., 
Spokane, Wash., December 14, 1954. 
Mr. JOHN J. CoURTNEY, 
Special Counsel, Committee on Armed Services, 
House of Representatives, 
Washington 25, D. C. 

Desr Sik: I am herewith returning the information blank executed as re- 
quested. I am also enclosing copy of letter dated November 15, 1954, and I 
assure you that we are very glad to give yeu the information requested. 

Our operations in the European sector have been very limited as well as un- 
satisfactory to us. 

On August 22, 1952, we appointed an agent to write United States Government 
employees and military officers only. This agent appointed several subagents, 
but the entire volume produced was very small, indeed, as appears more fully 
from the report. I have no knowledge of writing any enlisted men. 

From time to time we received very optomistic reports, which would now 
appear to have been unrealistic and deceptive. We endeavored to learn what 
was going on, and a number of months ago I turned the matter over to a repre- 
sentative of the FBI in the Spokane office. When our representative failed to 
keep an appointment with our president in Brussels, Belgium May 1, 1954, he 
immediately terminated his contract. 

Later we appointed another general agent, and, when he did not secure per- 
mission from the military authorities, we also terminated his contract. 

Respectfully yours, 
WILLIAM P, WEAVER, 
Erecutive Vice President. 


GREAT NORTHWEST LIFE INSURANCE CO., 
Spokane, Wash., November 15, 1954. 
Lt. Col. Lewis V. Smi7rH, 
G-1 Division, United States Army in Europe, 
APO 403, Heidelberg, Germany. 

DEAR COLONEL SMITH: A copy of a letter dated May 22, 1954, addressed to you 
by one A, L. McAlester has just been called to my attention. 

That letter contains the following paragraph : 

“However, since the Great Northwest Life Insurance Co. is a very fine com- 
pany, and its executives are all men of the highest integrity, may I suggest that 
the file in USAREUR Headquarters on this good company be simply placed in 
inactive status in abeyance, pending their pleasure, or their appointment of a 
satisfactory general agent.” 

That letter was written to you without our knowledge and without our consent. 
We have never written enlisted men in Europe, and we are not now writing any 
business whatsoever in Europe. 

Will you kindly terminate any concessions which may have been granted to 
one A. L. McAlester who wrote you the said letter or to any other person who 
may have claimed to represent us? 

We will appreciate a reply that this request has been granted. 

Very truly yours, 
SAMUEL P. WEAvER, President. 
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House oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
QN DmgFENSE ACTIVITIES, 
Suite 306, House Office Building, Washington 25, 


The following informetion and data is required of you for the years 1952, 1953, 
and for the first 10 months of 1954. Please place the data opposite the question 
and in the column designated for the year in question. 


I. State the volume of business on your books on December 31, 1951; $24,352,144. Licensed in Wash- 
ington, Oregon, Montana, California, Utah, Territory of Hawaii. 


Ist 10 months : 


1952 1953 1954 (estimated) 


| 


company in the following places: 

1. State of Texas.! 

2. Any other State: Licensed States, Terri- 
tories, and military bases therein, rein- « 
surance from, Lincoln National Life 
Insurance Co., Fort Wayne, Ind__. é $3, 694, 232 $10, 466, 238 $7, 463, 581 

3. Beyond continental United States where | 
licensed by Army, Navy, or Air Force | 
authorities, giving name of place or theater: 


13, 300 | 59, 320 12, 860 » 
rn 000 0 


. State the volume of life insurance that has lapsed 
in the following places: 

1, State of Texas.! 

2. Any other State: Licensed States, Terri- 
tories, and military bases, therein, rein- 
surance, from Lincoln National Life 
Insurance Co., Fort Wayne, Ind____- i 1, 106, 617 2, 601, 926 3, 815, 236 

3. In foreign countries where ‘lidensed by 
Army, Navy, or Air Force: Europe_-__-_- 0 20, 000 0 

IV. State the amount of money received in allotment 
checks in payment of life insurance premiums 
by your company for: All services but primarily 


II. State the volume of life insurance written by your | | 


II 


V. State the number of general agents writing business 
for your company for the following places: 

1. State of Texas.! 

2. Any other State: Licensed States, Terri- 
tories, and military bases therein, 
reinsurance from Lincoln National Life 
Insurance Co., of Fort Wayne, Ind______- 35 36 40 

3. On any Army, Navy, or Air Force instal- 
lation where licensed by military authori- 

. State the number of soliciting agents of your 
company in the following places: 

1. State of Texas.! 

2. Any other State: Licensed States, Terri- 
tories, and military bases therein, 
reinsuranee from Lincoln National Life 
Insurance Co. of Fort Wayne, Ind_______- 221 185 278 

3. On any Army, Navy, or Air Force instal- 
lation where licensed by military authori- 
1 5 5 

VII. State the percentage of premium and dollar amount 
of commissions paid to soliciting agents per 
thousand dollars of life insurance in the following ¢ 4 
places: 

1. State of Texas.' 
2. Any other State.’ 


Vv 


! Not licensed in Texas. 
2 None of these agents have produced any business at all. > - 
3 See sample contract attached. Commission varies by policy. 
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STATE OF WASHINGTON, 
County of Spokane, 8s: 

I, Charles E. Dean, the actuary of Great Northwest Life Insurange Co., 
authorized official of said company, do solemnly swear (or affirm) that the 
answers to the foregoing questions have been, by authority of the company, 
answered from the books, records, and data of the company; and that the 
same are in all respects true. 

CHARLES E. DEAN. 

Subscribed and sworn to before me the 14th day of December 1954: 

[NOTARIAL SEAL] VIVIAN P. WEAVER, 

Notary Public. 


GREAT NORTHWEST LIFE INSURANCE Co., 
Spokane, Wash., December 17, 1954. 
Mr. JoHN J. COURTNEY, 
Special Counsel, 
Defense Activities Subcommittee, Washington, D.C. 
Dear Six: Your telegram arrived after we had already mailed the question- 
naire to you. We have therefore gathered the information and are setting it 
forth in this letter. 


First 10months 

1952 1953 | of 1954 
$118, 963.62 | $148,861.48 | $129, 637. 68 
6,064.78 | 2,000.00 | 32, 693. 19 
112, 898.84 | 146, 861. 48 | 96, 944. 49 


The percentage of military claims to civilian for the years 1952 ran 5.09 per- 
cent; for 1953, 1.34 percent, and for the first 10 months of 1954, 25.42 percent. 
You also requested information in your telegram as to the casualty claims, 
but our company does not write any health or accident insurance, and all of 
our business is strictly life insurance and therefore we have shown the actual 
death claims which have been paid during the years requested. 
Very truly yours, 


WILLIAM P. WEAvER, Vice President. 
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GREAT NORTHWEST LIFE INSURANCE onee 
Spokane, Washington 


Agency Contract 


Name Title. 


You are hereby appointed an agency representative of the Great Northwest Life Insurance Company of Spokane, Washing- 
ton, in the territory hereinafter set forth. Your relationship shall be that of an independent contractor and you shall act solely in 


that capacity, Nothing contained herein shall be construed bg create the relation of employer and employee between the Company 
and you. Within the te) ritory described you shall be free to exercise your own judgme nt as to persons appointed by you as agents, 
and persons from whom you will solicit insurance and the time and plan of solicitation. Nothing contained herein shall pre Abels 
you from te _ Tt an application to another company. The Company may, however, from time to time presc ribe rules and r - 


lations res the conduct of the business covered hereby not interferring with such freedom of action on your baie which rule s 
and re; Palo sing shall be observed and conformed to by you. You shal! be entitled to use the designation of 


, but the said title shall not directly or indirectly modify or change the relationship from that 


of an independent contractor. 


Territory: 
» 
4 
2. You shall be allowed as compensation in full for your services as an agency representative and for all expenses incurred in 
connection therewith, commissions as hereinafter set forth: 
PLAN Per Cent of First Year Premiums 
Life or Endowment at 85: 
Ordinary . 
20 or “ 
15 - 19 Premiums 
10 - 14 Premiums 
Ideal Insured Savings Plan . 
Juvenile Insured Saving: 
G.C.1.P. 
Endowments: 
35 or More Premiums 
29 - 34 Premiums ....... 
20 - 28 Premiums .... 
17 ~ 19 Premiums 
15 - 16 Premiums 
13 14 Premiums 
12 Premiums 
Premiums .... 
10 Premiums . 
On Non- Bameeatnn life and endowment policies on abeve forms, commissions will be 10% less than the 
above schedule. 
Non- Life and Term: 
eferred Risk Life 20 or more Premiums 70% 
i 60% 
Income Protector ............. 60% 
Term: 
25 or More Premiums . 60% J 
16 ~ 20 Premiums . 55% 
15 Premiums 50% 
Retirement Accumulation Contract . 315% 


On Mortgage nae age and Family Income wee we year commissions will be ef the rate payable on the policy to which they are attached. 
renewel com will be allowed on these riders 


issued ebove age 60, commissions will be computed on the oremium at age 60. 


On polici 
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4 In addition to the first year commissions above provided for, the Company agrees to pay you on policies listed herein hav- 
ing @ premium paying period of fifteen years or more, renewal commissions on premiums on such policies received in cash by the 
Company from the second to the tenth policy years inclusive, and on policies having a premium paying period of less than fifteen 
years, from the second to the sixth policy years inclusive subject to the following conditions: 


Definition—persistency shall be defined for this contract to be a per cent equal to 100% less the per cent the face amount of 
terminations or decreases (by reason other than death or conversion from term to permanent insurance) of the business of a given 
calendar year which has not renewed into the second policy year bears to the total paid for business issued during the same calendar 
year. 


All computations !n which volume production during a calendar year is mentioned shal! be prorated for the proportionate part 
of a full calendar year that the period between the contract date and January Ist of the succeeding year is to a full calendar year 
In the year of termination of the contract the proration shall be between the portion of the calendar year between the date of ter- 
mination and January Ist of the preceding year, and a full calendar year. 


A. For each calendar year in which the paid volume of issued business produced by your agency is not less than $200,000 of 
insurance (subject to the and p' with refi to the payment of same contained in this contract), the Company 
agrees to pay you, as renewal commissions, 7% % of the premiums on such policies, excepting annuities, received in cash by the Com- 
pany, less renewal commissions paid to your agency representatives. However, in the event the net paid volume of issued insurance 
by your agency in any calendar year is less than $200,000 but not less than $50,000 of insurance, the rate of renewal commission will 
be 5% less renewal commissions paid to your agents. Retirement Accumulation Contract renewal commissions of 4% only will be paid 
from second to tenth policy years inclusive. 


B. For each calendar year in which the paid volume of issued business by your agency Is not less than $250,000 of insurance, the 
Company agrees to pay you (but only while you continue to represent the Company under this contract). on policies having a pre- 
mium paying period of fifteen years or more, as additional renewal commissions, 2% of the premiums on such policies received in 
cash by the Company from the eleventh to the fifteenth policy years inclusive (retirement endowment policies are excepted), such 
payments, however, to be subject to the conditions and provisions relating to the payment of renewal commissions contained in this 
contract. 


C. If in any calendar year you produce personally (exclusive of business produced by agency representatives appointed by or 
assigned to you) not less than $100,000 of issued and paid for insurance and the persistency is not less than 85% at the end of the 
following calendar year, the Company will pay you a special commission of 5% of such premiums for the second policy year, provided, 
however, that such special commissions shall become due and payable only in the event you are actively representing the cornpany 
as an agency representative at the time such special commissions would otherwise, by the termination of this paragraph me 
due and payable. This special commission will be paid on all second policy year commissions during the calendar year following the 
determination of earning the special commission rate 


D. The rate of renewal commissions on the paid for insurance produced in any calendar year by you personally or by any vgency 
representative of yours shall be reduced to 2% % when the persistency becomes less and while it remains less than 65%, anc shall 
cease if and when the persistency becomes less and while it remains less than 50% 


E. Subject to the limitation that in no event are renewal commissions to be paid beyond the terms of years provided above in 
this section and to the other conditions and provisions contained herein with reference to the payment of renewal comrr 
stipulated (1) that if this contract shall be terminated by reason of your death or your total and permanent disability as 
by the company, the renewal commissions, excluding those specified in Paragraph B of this section shail be paid without « 


fee to you or your legal representative as the case may be and (2) that in case this agreement shall be terminated by either ihe 
company or you without violation of any of its terms on your part having occurred, you shal! be entitled to renewal comr 
excluding those specified in Paragraph B of this section, and less 2% of the premiums on which such commissions accrue 

many full years in said limitation after the date of such termination as this agreement shall have been in force thereto 


only the years during which you produced a minimum volume of $100.000 of paid for insurance 


F. Renewal i shall be p don premiums after deduction of coupons for the G.CLP. policy and commissions 
shall accrue only as premiums are paid in cash to the Company and shall not bear interest until after sixty days from receipt thereof 
by the Company. 


5. When any portion of the amount insured by a policy is reinsured. the Company shall, in its discretion. have the r ght to 
modify the ‘rate of commission stated herein, and the period for which renewals will be paid 


6. Commissions on forms other than the above, and for the conversion of term policies or changes of one form of insurance to 
another, or for the rewriting or replacement of lapsed or surrendered policies are not covered by this contract but 
on applications to the Home Office and may bx changed from time to time 


7. Commissions shall not be paid on premiums for interim term insurance. nor on premiurrs waived on accou 
on flat extra premiums charged for occupation hazards or physical impairments. 


8. This contract is subject to the right of the Company at any time to modify or cease to issue any policy or policies named 
above, or to withdraw from the territory specified herein 


9. If any policy written hereunder shall lapse for a period of ninety days and it be subsequently restored, the Company shall 


not be liable to you for further commissions thereon, unless it be restored wholly through the instrumentality of yourself 
10. Should you at any time endeavor to induce any of the agency representatives of the Company to leave its service or any of 
its policyholders to relinquish their policies, your right to the payment of further commissions under this and all other contracts 


with the Company shall immediately terminate. 


11. Within the territory aforesaid you may, subject to the approval of the Company, appoint and make contracts with ag omey 
representatives for whose fidelity and honesty you shall be responsible to the Company, and you shall be responsible to the Company 
for all moneys collected by or passing through the hands of said agency represen: 
Company to said agency representatives at your request or in accordance with the provisions of any such sub-contract. Said agency 
representatives so appointed shall have no claim whatsoever against the Company for commissions or otherwise. but the Com; any 
may, if it so desires, pay your said agency representatives any commissions or other remunerations to which they may be entitled 
under the terms of contracts so approved and deduct such payments so made from the commissions and bonuses accruing to you 


es and for al! moneys advanced or loaned by the 


12. You and such agency representatives as you may appoint are not authorized to make, alter or discharge contracts for the 
Company, except as herein specifically provided, or to waive forfeitures, grant permits, make extra rates for special risks, or bind the 
Company in any way, and are not authorized to make any endorsements on or attach any instrument by way of iliustration or oth- 
erwise to the policies of the Company, or to incur any indebtedness in the name or on behalf of the company, or to receive any 
moneys due. or to become due, to the Company except on receipt signed by the President or Secretary of the C mpany, without first 
obtaining from the Company permission in writing to do so. Your powers shall extend no further than are herein expressly stated. 


13. All advertising matter shall be submitted to the Company before it shall be printed and shail not be printed or circulated 
without the written approval of the Company 


14. No assignment of the agency, or of commissions earned or to be earned hereunder shall be valid or be recognized by the 
Company unless authorized in writing by the Company. 


55591—54——_21 
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15. The commissions herein provided shall in no case be deemed to have been earned by, or be due to, you until the policy 
has been delivered by you, accepted by the applicant, and the first premium thereon been duly paid, and that until such delivery and 
acceptance, you shall hold all moneys received in payment of premiums as a@ special trust separate and distinct without any right of 
offset 


16. In case any policy is issued by the Company on an application procured by you with the assistance of any other agency 
representative of the Company, the commissions on such policy shall be divided equally between you and agency representatives se- 
curing the application. 


17. You shall not be entitled to commissions on policies unless in the opinion of the Company the same were fairly underwrit- 
ten through the instrumentality of yourself, and in all cases where any commission is questioned, a decision of the Company shall 
be binding as to said claim and if, in any case, the Company shall deem it necessary to cancel any policy and return the premium 
paid thereon, then you shall be bound to repay to the Company, on demand, the amount of commissions received on premiums so 
returned. 


18. All policies shall be delivered within thirty days after the date of issuance, and no policy shall be delivered until settlement 
for the first premium (in addition to interim term premium, if any) is secured while applicant is in good health; provided, that in 
case any policy sha!l not be delivered within trirty days after date of issuance, such policy must be returned to the Company, other- 
wise it is agreed that you shal! be liable to the company for the same amount as if such policy had been delivered and in force and 
the premium thereon collected. 


19. All collections made by yew hereunder shall be kept entirely separate and distinct from other funds without any right of off- 
set, and you shall forthwith pay over the same in cash to the Company. 


20. 7% he Company — at all times have the right to reject applications for insurance without specifying cause. In case the appli- 
cat rejected by the Company you will forthwith refund and return to the applicant or to the Company, as the Company may 
direct all moneys and Gis considerations received by you upon such application. 


<1. All applications secured under this contract, as well as all reports of medical examination whether favorable or unfavorable, 
hall be delivered to the Company. In accordance with the rules of the current Rate Book, you shall pay with respect to policies 
returned for cancellation any medical fees incurred by the Company on medical cases or $2.00 on non-medical cases plus, in either 
case, $1.00 for each “additional” or “optional” policy and with respect to applications filed incomplete or applications declined or 


postponed, any medical fees incurred by the Company 


The rules contained in the current Rate Book will apply where policies are returned for change. 


Any sum that may be advanced or loaned to you by reason of the provisions hereof, or otherwise, shall be and become a 
debt of you to the Company. due and payable immediately on demand, and such, or any other indebtedness of you, shall bear interest 
at the rate of six per cent (6%) per annum. 


25. You shall return, on demand, to the Company. all uncollected premium receipts or undelivered policies sent to you or your 
ageney representatives for delivery and collection, and shall comply with all such rules as the Company may have established or 
may hereafter establish, and shall perform such other necessary duties as may be required in connection with the general business 
of the Company 


24. Should you withhold any funds, policies, premium receipts, vouchers or other property belonging to the Company, or to an 
applicant for insurance, after the same shall have been demanded in writing by the Company, this contract shall be terminated 
forthwith and all claims of you hereunder forfeited, but nothing herein shall affect any claim of the Company against you. 


25. You sh 
the Company, o 
shall have been 


not institute legal proceedings in the name of the Company against an applicant for insurance or policyowners in 
inst any other party, for any cause growing out of the business transacted under this contract, unless such action 
oved in advance. in writing by the Company. Should either of the parties hereto be sued because of an alleged 


ap) 


act of yourself, the Company may defend the suit or may require you to defend the same, but in case you are required to defend, and 
if the € ny shall not be satisfied with the manner in which such defense is conducted, it may employ counsel to conduct the 
defense. but all the expense of such suit. including costs, attorney and counse! fees, shall, in any event, be paid by you. The Company 


shall have the right to settle any claim or claims of applicants for insurance, policyowners, and all others, against you or against 
the Company, in consequence of alleged misrepresentation or fault of yourself, and you shall be held responsible and liable to the 
Compeny for any moneys and expenses paid out in effecting such settlement, and agrees to reimburse the Company for any moneys 
so paid out 


26 You shall, under no circumstances whatsoever, pay or allow, or offer to pay or allow, any rebate of premium in any man- 
ner whatsoever, directly or indirectly, and shal! not violate any of the laws relating to the subject of insurance of the state in which 
you may be acting as agency representative of the Company, and in case you shall violate any of the provisions of this section, then 
this agreement shali thereupon cease and determine. 


All books of account. Company documents of any kind, vouchers, receipts, notices, whether the cost thereof be paid by the 
Company or by yourself, shall be and remain the property of the Company, and the same shall be subject at all times to inspection 
by the Company, on demand, and at the termination of this contract the same shal! be delivered to the Company on demand therefor. 


28 The Company may offset against any commissions or other claims due and to become due to you under this or any previous 
contracts, any debt or debts owing at any time by you to the Company, whether due or not, and any such debt or debts shall be a 
first lien against said commissions and other claims. 


29. You are to pay 
ered by this agreement 


all agents’ taxes, municipal licenses and taxes required by the municipal or state laws of the territory cov- 


30. At the option of the Company, you shall furnish a good and sufficient bond. 


31. In the event this agreement is terminated by you before the expiration of six months from date hereof (except as resuk- 
ing from death or disability as provided for in paragraph F), any deferred commissions will revert to the Company. 


22. Unless otherwise terminated, either party hereto may terminate this agreement without cause, by sending the other at last 
known address, by mail. thirty days’ notice in writing to that effect, or by delivery of such notice in person, and all funds, policies 
and vouchers shall be fully accounted for. 


33. You agree that if the services of any agency representative appointed by you sival) be unsatisfactory to the Company you will, 
upon the request of the Company, terminate the contract of any such agency representative; or that the Company may terminate 
any such contract without specifying cause therefor. 
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The power and authority of you to act for and upon behalf of the Company is strictly limited to the terms and provisions hereof, 
and nothing herein contained shall be construed to grant to you, by implication or otherwise, any right, power, authority or privilege, 
that is not herein specifically set forth. 


This*contract shall constitute the entire agreement between the parties hereto and shall be effective as of the 


day of . . 19 . and cannot be modified by any prior or subsequent verbal promise or statement, by whomso- 


ever made, and no supplement hereto shall be binding upon the Company until it shall have been approved and executed in writing 
upon behalf of the Company at the Home Office by its President or a Vice President 


an Bitness folereof, the Company has caused its name to be hereunto subscribed by a duly authorized officer. and you 
have hereunto subscribed and affixed your seal this... .day of... A.D. 19 


GREAT NORTHWEST LIFE INSURANCE COMPANY 


RECOMMENDED: 
President 
Vice President 
Great Northwest Life Insuronce Company 
Spokane, Washington 
Dear Sirs: 


I hereby accept the above appointment and agree faithfully to perform the duties pertaining to the position in conformity with 
the terms set forth, the rules of the Company and such written instructions as may be sent me from time to time by the Company 


Agency Representative ; 


5% | 

S24 
2 { i 

zo 

= § | 

| 33 a, | 

ax © | > 


Dated. 
id 


Te 


320 


{Extract from Best’s Life Insurance Reports—49th Annual Edition, 1954. Printed with permission of 
copyright owner] 
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American Investors Life Insurance Co., Dallas, Tex.—Growth of the company 


| Insurance 
in force 


Insurance 
written 


Net 
reserve 


Capital 
surplus 


Admitted | 


Year assets | 


1951 $615, 019 : 
1952 991, 377 656,702 | 271,914 | 13,349,220 | 20, 824, 689 
1953 1, 656,752 | 1,040, 307 502, 381 9, 201,988 | 18, 180, 526 
AMERICAN INVESTORS LIFE INSURANCE Co., 
Dallas, Tex., December 16, 1954. 
Mr. JoHN J, COURTNEY, 


Special Counsel, Subcommittee on Defense Activities, 
House Office Building, Washington 25, D. C. 

Drar Mr. CourtNry: Received your telegram of the 15th. 

The information requested in your report is unavailable to us. As a result 
I will be unable to furnish the information requested in the questionnaire. In 
view of this it is apparent that you will be required to use the information avail- 
able from other sources referred to in your letter. 

I regret sincerely that we are unable to furnish this information to you for 
whatever benefit it might be in your investigation. 

Yours very truly, 
H. L. Vice President. 


{Extract from Best’s Life Insurance Reports—49th Annual Edition 1954. Printed with permission of 


copyright owner 


American Standard Life Insurance Co., Fort Worth, Tex.—Growth of the 


company 
| | Ordinary | Ordinary 
Year | insurance | insurance 
1946 $129,377 |  $61,005| $40,284 
1948 | 136, 422 | 35, 138 | 43, 322 ea 
1949 149, 209 | 35, 006 44, 212 | ds 
1950 38, 428 103, 698 $244, 900 | 
1951 40, 989 151,646 | 7,728,350 | 
1952_-. 189, 019 230,965 | 8, 880,350 | 
1953 869, 842 360,668 | 406,123 | 6,885, 574 | 
AMERICAN STANDARD LIFE INSURANCE Co., 
Fort Worth, Tex., December 15, 1954. 
Mr. JoHN J. Courtney, 


Special Counsel, Committee on Armed Services, 
Subcommittee on Defense Activities, House Office Bldg., 
Washington, D. C. 

Dear Str: Your request for specific information from the records of this com- 
pany has been received. 

Records of this company are coded to provide the information required in the 
uniform annual statement filed at the close of each year and as required by the 
governing statutes. 

We regret that we cannot select from our accident, health, and other life busi- 
ness all the information you have requested in the time provided, nor without 
substantial expense and effort. 

As you suggest, we respectfully refer you to page 80, 1954 Best’s Life Insurance 
Reports. 

Very truly yours, 
Wm. Hunter McLEAN, 
President. 
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(Extract from Best’s Life Insurance Reports, 49th Annual Edition 1954. Printed with permission of copy 
right owner] 


National Educators Life Insurance Co., Fort Worth, Tex—Growth of the 


company 
Admitted Capital, Insurance Insurance 
Year assets Net reserve surplus written in force 
1947____. $360, 915 $114, 922 $5, 688, 004 
1948 56.) “ 566, 029 (1) . 142, 460 9, 766, 637 
1949. _... 882, 843 (4) 158, O77 14, 371, 267 
1950__. | 1,395, 440 | (‘) 226, 581 19, 617, 612 
1951 | 1,898,188 | $1, 493, 032 228, 192 2 | 25, 497, O88 
1952 2, 779, 499 | 1, 873, 396 299, 008 31, 041, 029 
1953... | } 31, 670, 800 


3, 926, 676 | 2, 923, 121 232, 386 
| 


1 Not furnished. 


NATIONAL EDUCATORS LIFE INSURANCE Co., 
Fort Worth, Tex., December 15, 1954. 
Hon. WILLIAM Hess, 
Chairman, Committee on Armed Services, 
Subcommittee on Defense Activities, 
House Office Building, Washington, D.C. 

Dear Str: This is in reply to your letter of December 11 and its accompanying 
questionnaire. 

A life-insurance company’s records are, of necessity, maintained in a manner 
conducive to preparation of the annual statements made each year to the various 
insurance departments. Therefore, it is not possible in the 2 days given us to 
provide information concerning business written, premium income, lapses, com- 
missions, etec., broken down according to the particular theater or military 
reservation in which the insurance was written. 

Financial and operating data concerning this company may be found in the 
various recognized insurance publications: Best’s Life Reports, the Unique 
Manual of the National Underwriter Company, etc. Any additional information 
that may be needed in your investigation will be provided if sufficient time can 
be given for its preparation. In this respect, it is our understanding that the 
companies addressed in your letter are to be given a hearing before the sub- 
committee in the near future. We shall be more than happy to prepare a com- 
prehensive summary of this company’s operations with respect to military 
personnel for use at this hearing. 

We should, however, like to place in the record at this time some pertinent 
facts concerning this company and its operations. The current paid-up capital 
of this company is $250,000 and its admissible assets are in excess of $5 million. 
The company is now in its 14th year of operation and is licensed in, and subject 
to, regulation and examination by 6 States and 2 Territories. 

Slightly less than one-third of the company’s business in force is insurance 
written on military personnel and their dependents; a good percentage of this 
business is now “civilian” business by virtue of those policyholders who have 
retained or exchanged their policies upon release from service. To discourage 
lapsation of this insurance, each policyholder is contacted immediately after 
his monthly Government allotment stops and arrangements made for the com- 
pany to send him monthly premium notices. 

Despite the fact that the amount of insurance in force on military personnel 
and their dependents is only $12 million, this company has paid more than 
$500,000 ($537,484.36 at the last tabulation) to the beneficiaries of our military 
policyholders; the bulk of these death payments were for servicemen killed in 
the Korean War. In addition, the company has already paid more than $200,000 
in policy benefits to the GI policyholders themselves, and accrued benefits and 
reserves on the policies issued to military personnel and their dependents now 
exceed $1,250,000. Thus, total benefits paid plus the reserve for benefits now 
due or to become due in the future now total more than $2 million for our GI 
policyholders. 

We shall be glad to hear from you further concerning the hearing to be held 
and the information that you will need. 

Yours very truly, 


Gro. V. WIMBISH, 
Executive Vice President. 
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Mip-CoONnTINENT LIFE INSURANCE Co. 
Fort Worth, Tex., December 15, 1954. 
Hon. WILLIAM E. Hess, 
Chairman, Committee on Armed Services, 
Subcommittee on Defense Activities, 
Washington, D. C. 
Re Your Letter December 11, 1954 


Dear Sir: Since the breakdown of information requested in your letter of 
December 11 is completely different from the manner in which our records are 
maintained for annual statement purposes, it was impossible to complete the 
form that you sent in the 2 days we have had to prepare the information. How- 
ever, we are glad to provide whatever information we can on such short notice. 
We will be happy to provide further information if sufficient time can be given 
for its preparation. 

Mid-Continent Life Insurance Co. limits its business almost exclusively to 
military personnel and their dependents. Practically all business is written on 
military installations, and a large percentage of premium income is received 
through monthly Government allotment. However, an increasing proportion of 
premium income is being received through direct premium billing from ex- 
servicemen who have kept or exchanged their policies after being released from 
service. 

The company is licensed only in Texas and Alaska; therefore, records of 
business written, premium income, lapses, ete., are kept as “Texas,” “Alaska,” 
and “Other.” No record is kept by theater or military installation of business 
written on military installations, although beginning in 1955 the company plans 
to keep its records on the basis of the State of residence of each insured. Pre- 
paring the information according to the breakdowns that you have requested 
would, therefore, involve working directly from the policy files and would re- 
quire several weeks of work. 

Although you did not request them, we are sending you abbreviated financial 
and operating statements for the 3 years in question. The company has just 
been examined by the Texas Insurance Department, with an examination date 
as of August 31, 1954; therefore, information for 1954 is complete only through 
that date. 

We hope that the information provided will be satisfactory. 

Yours very truly, 
Frep W. VIvION, 
Executive Vice President. 


I certify that the two attached documents, titled “Financial Statements, 
1952-54,” and “Operating Statements, 1952-54,” are true and correct according 
to the records of this company and the sworn annual statements of this com- 
pany on file with the Board of Insurance Commissioners of the State of Texas. 


W. VIVION, 
Executive Vice President. 
DeceMBER 15, 1954. 
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MIpD-CONTINENT Lire INSURANCE Co. 
Fort Worth, TEx. 


Financial Statements 
1952-54 


December 31, 1952 


ASSETS LIABILITIES 

Ilome office real estate $122,648 Reserves ._....._. $26, 15: 
Cash and bank deposits___-_~ 18, 795 Premium deposit fund_______ 418 
Reinsurance recoverable____- 61 Expenses due and acerued___ 2, 273 
Premiums due and deferred__ 18,407 Taxes due and accrued______ 2, 184 
Commissions unpaid__ 2, 394 
Escrow and suspense________ 1, 004 
Total liabilities_._..... 34, 426 

25, 480 
— 125, 480 


December 31, 1953 


Home office real estate ‘_____ 180,625 Premium deposit fund_____~ 1, 580 
20,853 Expenses due and accrued___ 2, 330 
Cash and bank deposits_____ 38,481 Taxes due and acerued______ 2, 227 
Reinsurance recoverable_____ 637 Commissions 21, 247 
Premiums due and deferred__ | 35,429 Escrow and suspense___-____ 2, 096 
Interest due and acerued____ * 50 a 
Total liabilities__._____ 139, 396 

$100, 000 

37, 679 
— 137, 679 


August 31, 1954 


Home office real estate____-_ 227,625 Premium deposit fund_______ 1, 703 
465,253 Expenses due and accrued___ 21, 657 
Cash and bank deposits_____ 44,861 Taxes due and acerned______ 2, 700 
Premiums due and deferred__ 81,991 Commissions unpaid________ 3, 714 
Escrow and 1, 0S2 
Total liabilities_______ $651, 853 

Sarpius ......... 


168, S77 


1 Year-to-year increase of home office real estate due to reduction of mortgage. 


Operating statements, 1952-54 


| | 
| 


! 
Premium | Commis- Benefits Increase ‘ | Other | Increase 
Year income sions paid reserves | Taxes | expenses surplus 
0 < $158, 939 $84, 231 $14, 000 $21, 958 $495 $13, 520 $13, 355 
1953... i 1 440, 615 214, 909 23, 454 77, 819 1,112 23, 798 12, 199 
Pee SR isknGicnns 3 878, 993 131, 423 136, 375 515, 025 3, 5385 36, 126 31, 198 


1 Includes $4,471 investment income. 
2 Through August 31. 
3 Includes $16,882 investment income. 
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{Extract from Best’s Life Insurance Reports——49th Annual Edition, 1954. 
permission of copyright owner} 


Printed with 


BANKERS Lire INSURANCE Co. OF AMERICA, DALLAS, TEX. 


Growth of the company 


Admitted Capital Insurance Insurance 
Year assets Net reserve surplus written in force 
1951 $62, 223 $1, 049 $59, 443 $442, 500 $442, 500 
1952_ 136, 455 9, 299 113,814 1, 517,000 1, 319, 500 
1953 177, 429 30, 137 | 114, 465 3, 805, O74 3, 586, 344 


{Extract from Best’s Life Insurance Reports—49th Annual Edition, 1954. Printed with permission of 


copyright owner] 
GIBRALTAR LIFE INSURANCE COMPANY OF AMERICA, DALLAS, TEX. 


Nignificant operating ratios 


| 
Average premium | | 
(dollars) 


Renewal expense ratio 


| 
(dollars in millions) 


Average 
Year Lapse ratio poliey = 
Ordinary | All busi- (dollars) Ordinary | All busi- 
only ness only ness 
| Percent Percent 
1949 2.31 | 25. | $37. 63 $36. 39 $2,005 $5.75 $6. 48 
1950 2. 26 | 23.3 41.82 35, 32 2, 128 8.10 | 8.19 
1951 2.15 | 25.9 44.82 2,101 7.05 | 7.70 
1952 2.02 19.3 43. 02 2, 158 7. 28 7. 29 
1953 11.53 20.0 39. 24 2, 335 6.91 6.96 


Growth of the company 


Year Admitted Net Capital Insurance Insurance 
“ assets reserve surplus written in force 
1947 $385, 736 $23, 121 $339, 837 $3, 604, 529 $3, 621, 427 
1948 514, 049 89, 904 368, 045 8, 138, 403 9, 497, 465 
1949 946, 582 264, 255 577, 128 . 565 14, 523, 688 
1950 1, 282, 464 398, 416 652, 000 20, 024, 506 
1951 1, 956, 181 989, 219 756, 762 
1952 3, 169, 735 1, 266, 580 1, 254, 087 . OR2 
1953. r 4, 403, 474 1, 859, 004 1, 601, 035 24, 746, 390 
LAW OFFICES OF IRVING S. LEHRICH, 
Stuttgart, Germany, November 10, 1954. 
Mr. MICHAEL STERN, 


Care of Argosy Magazine, 
McCall Street, Dayton, Ohio, United States of America, 

Dear Mr. Stern: I read your article in the November Argosy with a great deal 
of interest. 

I was appointed European representative of the Great Southwest Life Insur- 
cance Co, of Phoenix, Ariz., in July 1958. I acted in an advisory capacity only 
and was particularly concerned with the employment of general agents for the 
company. 

As a result of conniving and pressure by the European Association of Life 
Underwriters, a successful agency was destroyed and since that time, this 
company has been inactive in Europe. 

A Mr. Joe A. Smith was appointed general agent of the company. The com- 
pany was also cleared and recognized by USAREUR Headquarters in the person 
of Colonel Smith without becaming a member of the association. Soon after 
obtaining clearance, Mr. Smith had it indicated to him by Mr. O’Haire and the 
then president of the association, A. McAlester, that he would be unable to oper- 
ate unless he joined the association and the company paid $100 a month to the 


! Before Federal income taxes. 
a 
: 
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association which goes to Mr. O’Haire as legal fees. Mr. Smith did join the 
association and the company did pay $100 a month for 1 or 2 months. Soon after 
joining, Mr. Smith was accused by a member of the association of improper con- 
duct. Without getting any sort of a hearing from the association, he was in- 
formed by letter from Mr. O’Haire that he would have to discontinue any insur- 
ance solicitation pending that outcome of the investigation. I enclose a photostat 
of Mr. O’Haire’s letter which should be of great interest to you since it clearly 
shows that the association arrogated to itself the power to stop an agent from 
doing business. 

As a result of this so-called investigation which dragged out for about 10 days to 
2 weeks, Mr. Smith and the company were unable to do any business. Mr. Smith 
was subsequently exonerated of any violation of regulations. During the time 
that he was suspended, efforts were made to steal his agents from him. The two 
representatives of the association who were appointed to investigate Mr. Smith, 
were originally Mr. A. L. McAlester and a Mr. Gene Wilson. Mr. Wilson was 
replaced by Mr. Joe Killough. Mr. Killough represents a Texas company. 
McAlester has represented several differnet companies. Subsequent to stopping 
Mr. Smith from doing business, Mr. Killough approached one of Mr. Smith's 
agents, Mr. John McMullen, and hired him away from the Great Southwest Life 
Insurance Co. Mr. McMullen is today still working for Mr. Killough’s Texas 
company. Mr. McAlester while Mr. Smith was suspended, approached two men 
who had already signed contracts with the Great Southwest Insurance Co. but 
had not yet commenced work. These two men, Mr. Henry Ridler and Mr. Roy 
Larkin, were hired by McAlester who was one of the investigators of Mr. Smith. 
Both idler and Larkin worked for McAlester for several weeks. Mr. Roy Larkin 
now is employed by Mr. Killough’s Texas company (American United Services). 

Mr. Smith had several conferences with Colonel Smith, whom you know in 
USAREUR. Colonel Smith throughout has always given the impression that 
USAREUR headquarters backs the association. So far as I know, there is 
ho company or agent that is not affiliated with the association. Every one of 
the companies pays Mr. O’Haire $100 per month and from time to time there 
are assessments for advertising. The only company, so far as I know, which 
attempted to operate without joining, the Great Southwest Life Insurance Co., 
was forced to join, did join, but nevertheless was put out of business by the 
suspension of Mr. Smith, its general agent. At my suggestion the Great South- 
west wrote to USAREUR headquarters. I enclose for your information a copy 
of the letter received in reply to Mr. Saffert’s inquiry. It is clear that by hand- 
ing over the power to investigate and pass on agents’ qualifications, USAREUR 
had handed over a very potent weapon to the association, of which all the com- 
panies are aware. 

Also, as you note from the correspondence from USAREUR headquarters, 
USAREUR delegated the association to investigate any violations of regulations. 
Also from the correspondence from USAREUR it is clear that USAREUR head- 
quarters backs the association and approves of it. As a result of this backing, 
no company is operating in Germany without being a member of the association. 
Each company is paying at least $100 per month to what amounts to a protective 
association. Aside from the placing of an occasional advertisement for which 
members are taxed extra, and maintaining liaison with USAREUR Headquar- 
ters, the association and Mr. O’Haire are not performing any services which 
would warrant the payment of such a sum each month. 

The military-insurance business is being conducted in other theaters, includ- 
ing the United States, without such associations. 

As you probably know, the Overseas Weekly published last week interviews 
with an unnamed spokesmen of USAREUR and Mr. O’Haire, I should like to 
indicate to you that while I think you did a magnificent job in your article, still 
only the surface has been scratched so far as the insurance business is con- 
cerned. I suggest the following points of approach which will establish that 
Army regulations are consistently being violated to the detriment of the 
soldiers : 

1. An investigation by interviewing soldiers who have purchased insurance 
in any area in Germany under the USAREUR jurisdiction (including the Hei- 
delberg headquarters area) will establish that insurance agents have been 
freely permitted to enter the installations and solicit soldiers without appoint- 
ments. The Army regulation applicable requires that individual appointments 
be made and that sales can only be made on the basis of such appointments. 
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2. A check of the Molkenkur Officers’ Club in Heidelberg should be made to 
ascertain which officers in the USAREUR setup having to do with insurance, 
have been recipients of Mr. O’Haire’s hospitality. 

3. The EALU has been delegated the power to investigate agents. Any kind 
of examination of Mr. O’Haire’s records will indicate that wherever an agent 
has been presented to the association by a company which has been paying 
the fees of $100 per month, a clearance was issued. 

I enclose a photostat of Mr. O’Haire’s letter, the original of which is in my 
possession and can be made available to you or to Representative Hess. 

The originals of the USAREUR letters to Great Southwest Life Insurance 
Co. are in the possession of Mr. A. W. Saffert, vice president of that company 
in Phoenix, Ariz. 

I trust that this material is of interest to you, and I hope that the unsavory 
situation will be cleaned up. 

Yours very truly, 
Irvine S. LEHRICH. 


EvuRoOPEAN ASSOCIATION OF LIFE UNDERWRITERS, 
Frankfurt-Main, Germany, April 5, 1954. 
Mr. Joe A. 
27 C. Relenbergstrasse, Stuttgart. 


Dear Joe: As I informed you by phone, I have been instructed by the members 
of the executive council present at the regular monthly meeting held on March 31, 
1954, at Frankfurt, to notify you that an investigation is being conducted in the 
area of Schwaebisch Gmuend which appears to concern both you and your com- 
pany. Ihave also been asked to instruct you that your membership in the BALU, 
and particularly as a member of the executive council, is suspended pending the 
outcome of the investigation. 

It was discussed at the above meeting that an investigation would be conducted 
by Messrs. A. L. McAlester and Gene Wilson, who were present at the meeting 
of the association and who have been informed of their appointment. I suggest 
that you contact either Mr. McAlester or Mr. Wilson or both and assist them 
in bringing to a close the investigation now being conducted. It will be to your 
benefit to bring the investigation to a close as soon as possible so that you may 
be reinstated as a member of the executive council. 

While I regret to inform you of the action being necessary by the executive 
council, I am sure that you can appreciate the seriousness of this matter and the 
need for immediate action by the association. 

I know that it is not necessary for me to point out that you will not engage 
in solicitation of life insurance or assist others while they are actually engaged 
in writing business for your company. Of course, this will only be for whatever 
period is necessary to complete the investigation now underway. 

You may reach Mr. McAlester by phone at Stuttgart 77210. I believe Mr. 
Wilson can be contacted through American Express Co., Stuttgart. 

Trusting that you will be able to meet with Messrs. McAlester and Wilson in 
the very near future, I remain, 

Sincerely yours, 
WaALrer W. O’HArRE. 


6, 1954. 
Mr. WALTER W. O’Hatrre, 
Beecutive Secretary, European Association of Life Underwriters, 
Frankfurt/Main 

Dear Mr. O’Harre: This is in reference to your telephone conversation with 
me and that with Mr. McAlester apparently made in your presence. 

Please be advised that I have received no letter from you as described by you 
in your conversation. I call your attention to the fact that I was never advised 
that any investigation was being conducted and was not given any opportunity 
to present my side of the case. According to the bylaws of the association, an 
investigating committee consisting of three members is to be appointed, and a 
hearing based on the findings of the investigation committee is to be held. Any 
time a hearing is held, the person accused is always present and since I was 
never advised of any charges, I could not make any appearance. 
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With reference to the charges themselves, please be advised that I have written 
statements from soldiers at Schwibisch-Gmiind, a copy of which you have been 
provided with, which definitely deny that any misrepresentation was ever made 
by me. The statements assert that the policy was fully explained to the satis- 
faction of the soldiers. I am also in possession of a letter signed by CWO 
William H. Scott, assistant adjutant, confirming my earlier clearance to solicit 
insurance business in the organization. This letter was obtained after the 
complaints were made and after the entire situation was clarified. 

Further, due to the fact that I agreed to withdraw the charges I had made 
against Mr. Keruth, Mr. Keruth and Mr. Ashley withdrew all charges as stated 
in your letter, and therefore the matter was dropped. 

Under the circumstances I am unable to understand your attitude in this mat- 
ter. As executive secretary you should be judging any complaints as an im- 
partial official of the association and certainly should hear both sides of the 
controversy before taking any action. Since the bylaws eall for a hearing it is 
obvious that I should have been notified and given an opportunity to state my 
position. It is not clear whether the association appointed three members to 
make the investigation as required by the bylaws. It is still my desire to main- 
tain a good working relationship with the association and with other members 
of the association. I have informed the company of the action which has been 
taken and also indicated to them that I consider it improper and a violation of 
the association’s own bylaws. Since you have seen fit to communicate with 
Colonel Smith in Heidelberg, I reserve the right to present my side of the case. 

I am repeating my request for a copy of the minutes of the last association 
meeting and would appreciate your sending them as soon as possible, 

Yours very truly, 
Jor A. SMITH, 


HeApQuaArteRS, UNrrep STATES ARMY, EUROPE, 
OFFICE OF THE ASSISTANT CTHIIEF OF STAFF, 
G-1, PERSONNEL, 
1PO 403, July 2, 1954. 
Mr. A. W. SAFFERT, 
Ewecutive Viee President, 
Great Southwest Life Insurance Co., Phoenir, Ariz. 

Dear Mr. Sarrerr: Receipt of your letter of June 17, 1954, is asknowledged. 
Since the issue raised by your letter will require investigation to determine all 
of the facts, this interim reply, based upon records in this headquarters and other 
known facts, is made. 

These records indicate that Mr. Joe A. Smith was recognized as your general 
agent on September 23, 1953, and served in that capacity, it is believed, until early 
in May 1954, when he became inactive. Mr. John J. Imbo and Mr. John F. Me- 
Mullen on December 30, 1953, and Mr. Joe Kelly on February 12, 1954, were recog- 
nized as soliciting agents for your company. Mr. McMullen left your company 
sometime prior to May 17, 1954, on which date he was recognized as an agent for 
the American United Services Insurance Co., of Houston, Tex., under Mr. Joe A. 
King, their general agent. Mr. Imbo and Mr. Kelly appear to have remained 
active with your company until Mr. Smith became inactive. At the present time, 
it is understood that Mr. Kelly has returned to the United States and that Mr. 
Timbo is now residing in Holland. 

Mr. McAlester was president of the association during 1953, but with the 
annual election of officers on February 27, 1954, Mr. Bill T. Turner became presi- 
dent and Mr. McAlester, as a general agent for the Great Northwest Life Insur- 
ance Co., Spokane, Wash., became a member of the executive council as provided 
in the constitution and bylaws of the association. 

Mr. Smith was exonerated of misrepresentation in the selling of life insurance. 

It has always been the policy of this headquarters that agents may perform 
all life-insurance selling functions without belonging to the European Association 
of Life Underwriters. However, up to the present time, the association is ex- 
pected to report any violations of military regulations, directives, or instructions 
pertaining to the solicitation of commercial life insurance coming to its knowledge 
within Germany, regardless of membership or nonmembership. Any action taken 
as a result of facts obtained is a function of this headquarters. This head- 
quarters fully supports the ethical principles prescribed in the constitution and 
bylaws of the association. 
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In connection with the further investigation of this matter, I will appreciate 
information as to what capacity, if any, and to what extent, Mr. Irving §. 
Lehrich, an American attorney at Stuttgart, Germany, represents your company. 

A staff conference has been planned to explore more intently the matter of the 
relationship of the association to this headquarters, and its relationship to non- 
member life-insurance companies and their agents. It is expected that upon 
receipt of information concerning Mr. Lehrich, a final reply will be made to your 
company respecting the allegations of unethical practices on the part of the 
association. 

Sincerely, 
Joun G. VAN HOUTEN, 
Major General, GS, 
AC of 8S. G-+1. 


HEADQUARTERS, UNITED STATES ARMY, EUROPE, 
APO 403, July 23, 1954. 
GREAT Southwest LiFe INSURANCE Co., 
Phoeniz, Ariz. 
(Attention Mr. A. W. Saffert, executive vice president.) 

Dear Mr. SAFFERT: Your letter of July 13 has been received. Your interest in 
seeking to maintain high standards of ethics regarding the sale and servicing 
of life insurance to personnel of this command is appreciated. : 

Information from Mr. Joe A. Smith, your authorized general agent, indicates 
conclusively that there are no grounds for a complaint of unethical practice 
against either Mr. McAlester or Mr. Killough. 

Accordingly, no further cognizance of this matter is being taken. 

Sincerely, 
R. L. Burcn, 
Capt., AGO, 
Asst. Adj. Gen. 


HEADQUARTERS, UNITED STATES ARMY, EUROPR, 
OFFICE OF THE ASSISTANT CHIEF OF STAFF, G—1, 
APO 403. 
GreAT SOUTHWEST Lire INSURANCE Co., 
Phoenia, Ariz. 
(Attention Mr. A. W. Saffert, executive vice president.) 

GENTLEMEN : In reply to your letter of October 29, 1955, concerning the status of 
the European Association of Life Underwriters, forwarded by General O'Neill 
to this headquarters, the following information is submitted. 

The European Association of Life Underwriters came into existence on Feb- 
ruary 27, 1953, upon the ratification and adoption of a constitution and bylaws 
by the representatives of life-insurance companies dcing business in Germany at 
that time. 

The vitally needed functions or remedies, somewhat peculiar to this overseas 
command, are incorporated in the above documents, to wit: (1) That the pur- 
pose of the association is to service the life-insurance needs of the members of 
the United States Armed Forces in a manner which will reflect credit upon the 
association and the profession of life underwriters, and (2) to assist military 
commanders in the control and regulation of commercial life-insurance solicita- 
tion. In furtherance of these purposes and needed remedies, several articles 
under section ITI of the bylaws set forth rules of conduct, canons, and standards 
of professional ethics to be upheld by the association. 

Need for the above remedies was indicated by the intolerable situations created 
by many past unethical practices. 

The value of an institution such as the European Association of Life Under- 
writers to insure the adoption and execution of these remedies has been recog- 
nized by this headquarters, especially since there are no other responsible agen- 
cies, either governmental or private, to handle them. 

Further, positive results in furtherance of the above remedies have been accom- 
plished by the association in several recent cases. 

The status of the association with this headquarters is one of close relation- 
ship established through its own constitution and bylaws. As indicated therein, 
any commercial life-insurance company registered with and recognized by this 
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headquarters as eligible to write life insurance for members of the United States 
forces in Germany is eligible for associate membership. Such members are not 
required to pay initiation fees or monthly dues. However, it is understood that 
the associate members will furnish financial support to further the aims and 
purposes of the association. 

Since each general and soliciting agent is required to show evidence of adequate 
professional qualifications to engage in the sale and service of life insurance, 
it is felt that material assistance is rendered, both to insurance companies doing 
business here and to this headquarters concerning this particular requirement, 
in the screening of prospective agents according to the standards prescribed 
by the association for its members. Accordingly, for all prospective agents, 
whether members, prospective members, or otherwise, who have voluntarily sub- 
mitted their qualifications to this headquarters for evaluation, the association has 
thus far been requested to undertake to determine in each case the possession 
of the qualifications required by this headquarters. The written examination 
given by the association for this purpose is deemed to be a sound procedure and 
a fair test of professional knowledge by all agents and others concerned. 

Trusting the above will be of assistance to you, 1 am sincerely, 

JoHN G. VAN HOUTEN, 
Vajor General, GS, 
AC Ss, G- 


OCTOBER 20), 1953. 
GENERAL O'NEILL, 
Deputy Chief of Staff, 
USAREUR Headquarters, Heidelberg, Germany. 

My DrArR GENERAL O'NEILL: This company has recently been cleared for solici- 
tation of commercial life insurance by USAREUR Headquarters. Our general 
agent for Germany is Mr. Joe Austin Smith. 

Recently the company has been approached by representatives of the Euro- 
pean Association of Life Underwriters which has been described to me as a 
private organization of insurance companies operating in Europe. 

The suggestion has been made that this company join the association and we 
in turn have made inquiries about joining the association. 

Our information is that the association requires monthly dues amounting to 
$100 per company and individual dues payable by each agent. 

Of course the Defense Department regulations governing cemmercial life- 
insurance solicitation makes no mention of such private organizations. Ciren- 
later 26 of HQ USAREUR, dated Ist of August 1953 likewise makes no mention 
of such a private organization. 

I am therefore asking of you exactly what the status of this association is with 
reference to Army acceptance, approval, or recognition of the association in 
Germany by USAREUR Headquarters. 

I am particularly interested in knowing— 

1. Whether this association has any official status with USAREUR Head- 
quarters. 

2. Whether this company will be able to continue to obtain clearance for its 
agents without reference to or connection with the European Association of 
Life Underwriters. 

Yours very truly, 
A. W. SAFFERT, Evecutive Vice President. 


STATE oF TEXAS, 
Boakp OF INSURANCE COMMISSIONERS, 
LIFE Division, 
Austin, October 29, 1954. 
Mr. Ken Purpy, 
Editor, Argosy Magazine, 
New York 17, N.Y. 
DeAR Mr. Purpy: I have just completed a careful reading of the references to 
Texas life insurance made by Mr. Michael Stern in his article appearing in your 
current November issue. 
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It is shocking to me that a national magazine of your caliber would permit 
so many wholly false statements to pass, since even a reasonable attempt to 
check Mr. Stern’s assertions would have shown them to be untrue and irrespon- 
sible. The publication of such statements, of course, does much irreparable and 
unwarranted harm to Texas companies, wherever they do business. 

Let me advise you of these facts: 

1. There have been no failures of Texas life-insurance companies since Decem- 
ber 31, 1945. 

2. Since 1939 no policyholder in a legal reserve Texas life-insurance company 
has ever lost a dime. 

3. Total insolvencies of Texas insurance companies—life, fire, and casualty— 
amount to less than one-half of 1 percent of the total number of companies. The 
total assets involved in these insolvencies since 1945 amount to less than the 
loss arising from the failure of one New York company which failed in 1951. 

4. Texas standards for licensing of life-insurance agents are comparable to 
standards in the majority of States. Any misrepresentation of policies, ete., is 
cause for revocation of licenses. 

5. The limited capital-stock law, permitting organization of companies for 
$25,000 capital, requires that all insurance in excess of $1,000 be fully and uncon- 
ditionally reinsured and no reinsurance provisions comparable to Mr. Stern’s 
ludicrous example are in effect. 

The policies regarding the sale of “military insurance” on military bases are 
established in Washington by officials of the Department of Defense, and those 
policies are in no way the handiwork or the responsibility of the officials of this 
or any other State insurance department. 

Mr. Stern obviously submitted to you a manuscript in which he made insup- 
portable statements, and you, I am sure unwittingly, accepted those false state- 
ments as truth. The injury to the Texas insurance industry cannot be ade- 
quately redressed by a retraction or clarification, but I believe, in fairness, that 
your publication should make a sincere effort to advise readers that a false picture 
of the Texas life-insurance industry was presented in Mr. Stern’s article. 

I will be glad to cooperate with you in any way to prepare a more thorough 
statement on this matter from the records of this department. 

Sincerely yours, 
GARLAND A. SMITH, 
Chairman, Board of Insurance Commissioners, 


{Extract from Best’s Life Insurance Reports—49th Annual Edition, 1954, Printed with 
permission of copyright owner] 
SERVICE Lire INSURANCE Co., Fort WortH, Tex. 
HISTORY 


The company was incorporated under the laws of Texas November 17, 1947, 
was licensed November 24, 1947, and began business December 10, 1947. Original 
capital of $25,000 (par $10) was paid in at a 50-percent premium producing con- 
tributed surplus of $12,500. Capital was increased to $100,000 on December 13, 
1951, and to $250,000 on December 19, 1952, by stock dividends. Coincident with 
the capital change in 1952, the home office property was revalued by $249,907. 
Present capital comprises 250,000 shares of no par value. 

It specializes in the writing of insurance on the lives of military personnel. 
Usual forms of ordinary life policies are issued. Maximum net retention on any 
one life is $10,000. Reinsurance is placed with Lincoln National and Republic 
National Life Insurance Companies. 

The largest portion of its invested assets comprises its new home office build- 
ing, acquired in 1953, which is carried at $5,052,005, less incumbrance of $3,768,290. 
This property represents 65 percent of its total admitted assets. Other invested 
assets in the aggregate amount to only 11 percent of total assets, 


Growth of the company 


| | | 


| Admitted Capital | Insurance | Insurance 
Year | ~ assets | Net reserve surplus | written | — in force 
1951 $137, 065 $127, 209 $22, 800, 818 | $21, 243, 822 
1952... 233, 671 567, 159 | 30, 736, 309 | 35, 908, 553 
362, 137 983, 984 | 31,072, 575 | 39, 754, 809 


1 Includes $1,600,000 on military aviation risks reinsurance purchased from National Educators. 
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LEGAL RESERVE 


SCHEDULE 
NUMBER FIRST POLICY YEAR BEGINS _ a AGE OF INSURED 


XXXXXX SEPT. 1, 1953 20 


BLE FOR 2) Year 


INSURED 


X X JOHN DOE XX 
PREMIUMS 
~~ ANNUA EM) ANNUAL 


$62. 4 


$120.00 


SUM INSURED 


FIRST 23 POLICY YEARS THREE THOUSAND SEVENTY SEVEN DOLLARS 
SIX THOUSAND EIGHT HUNDRED SIXTY TWO 
BENEFICIARY 


X X MARY DOE, WIFE X X 


THEREAFTER DOLLARS 


ENDOWMENT AND PAID-UP OPTIONS 


These options require no evidence of insurability of the Insured and are available at the end of the 
policy period shown if the policy is then in full force, subject to any indebtedness thereon, in lieu of 
all other benefits 

End of ll Policy Years 
Cash Option $ 37.00 and Paid-Up Option $ 3077.00 


End of Premium Paying Period 
Cash Option $ 3077. 00 | 


In accordance with the Schedule above and all other provisions of this Policy, American Standard Life 
Insurance Company agrees to pay the Sum Insured less any indebtedness to the Company hereon, at its 
Home Office in Fort Worth, Texas, to the Beneficiary upon receipt of due proof of the death of the 
Insured occurring while this Policy is in full force. 


This Policy is issued in consideration of the application herefor, copy of which is attached hereto and 
made part hereof, and of the payment in advance of premiums as shown in the schedule above in accord- 
ance with the Payment of Premiums provision of this Policy. 


The p on the foll & pages are a part of this contract. 
In Witness Whereof, AMERICAN STANDARD LIFE INSURANCE COMPANY has caused this 


Policy to be executed at its office in Fort Worth, Texas as of the date the First Policy Year Begins, above 


(Ss 


Registrar 


LIFE POLICY—Premiume Payable for Perisd Shown in Schedule—NON-PARTICIPATING 
Death Benefit increases at end of prem: 


jum paring pe 


RICAN 
| | 23 Law 
| 
LA 
i 
| ai 
| Te 
> | 
ted) | 
| 
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PROVISIONS 


_ 1. COMMENCEMENT OF INSURANCE. The insurance hereby granted shali noc be considered in force until this Policy 
is manually received and accepted by the Owner and the first premium paid hereon, all during the good health of the 
Insured excepr that if the full first premium has been paid in advance to an authorized agent of the Company while the 
Insured is in good health and the Receipt of the Company, duly signed by such authorized agent, has been detached from the 
application herefor and delivered to the Owner, then the insurance shall commence as stated in the application. 
n no event shall this Policy be valid unless countersigned by a duly authorized Registrar of the Company. 

2. INCONTESTABILITY. This Policy shall be incontestable after ewo years from its date except for non-payment of pre- 
— and except as to provisions and conditions, if any, relating to either Total Disability Benefits or Double indemnity 

nefits 

3. RISKS NOT ASSUMED. In the event of self-destruction by the Insured, while sane or insane, within two years from 
the date of this Policy, the amount payable hereunder shall be only the total amount of premiums which have been paid 
in cash hereon. 

4. MISSTATEMENT OF AGE. If the age of the Insured has been misstated, the Sum Insured hereunder shall be such as 
the premium paid would have purchased at the correct age according to the Company's published rate at the date the First 
Policy Year Begins. Age will o admitted on proof satisfactory to the Company 

5. INDEBTEDNESS AND NET PROCEEDS. Any indebtedness hereon to the Company shall be deducted in any settlement 
or payment under this Policy. The Net Proceeds shall be the amount payable under this Policy adjusted for any indebted- 
ness to the Company on account of this Policy 

6. POLICY AND APPLICATION ENTIRE CONTRACT. This Policy and the application herefor shall conscituce the entire 
contract between the parties hereto, All statements made by the Insured and or Owner as the basis for the concract shall, in 
the absence of fraud, be deemed representations and not warranties, and no such statement shall be used in defense to a claim 
hereunder unless it is contained in the written application herefor, a copy of which is attached hereto or endorsed hereon. * 

7. MODIFICATIONS OR ALTERATIONS. No modification or alteration of this Policy will be valid unless endorsed 
hereon and signed by one of the following officers of the Company: President, Vice President, Treasurer, Secretary, Actuary, 
Associate Actuary, or Assistant Secretary. No other persons are authorized to extend the ume for payment of any premium 
or other indebtedness due the Company on this Policy, or authorized to bind the Company by making any promise or by 
accepting any representation or information not contained in the —— for this Policy, or authorized to modify or 


waive any of the terms, conditions, provisions or benefits of this Policy. 4 
8. OWNERSHIP. The Insured shall be the Owner of this Policy, unless another is named as Owner in the application “ ' 
herefor or by subsequent endorsement by the Company hereon. The Owner (during the life of the Insured), without the | 


consent of any Beneficiary, may receive every benefit, exercise every right, and enjoy every privilege conterred by this 
Policy, or agree with the Company to any change or amendment of this Policy, unless otherwise provided in this Policy 
or by endorsment hereon 

The interest, if any, of any Beneficiary who does not survive the Insured shall vest in the Owner, unless otherwise provided. 

9. ASSIGNMENT. The Company assumes no responsibility for the validity or effect of any assignment, and shall not be 
held to have notice thereof until the original assignment, or a signed duplicate thereof, is received ac the Home Office of 
the Company. All assignments shall be subject to: (1) the Company's interest in the Policy, (2) any existing indebtedness 
against this Policy whether the assignee has notice thereof or not, and (3) the right of the Company to make loans to 
cover premium pa nents and policy loan interest, and if any such loans are made, they will be a lien against the Policy in 
every instance superior to the rights of any assignee. Any claim made under an assignment shall be subject to proof of interest 
and extent thereof. An assignment or pledge of this Policy shall noc authorize the assignee or pledgee to surrender this Policy 
or to make a loan on the sole security thereof unless such right is expressly given in a written assignment or pledge. 

10. CHANGE OF BENEFICIARY. The Owner may at any time, and from time t time, during the continuance of the 
Policy (subject to the provision hereof entitled “Ownership” and co any existing ussignment of the Policy), make a change 
of Beneficiary by filing with the Company a written request, accompanied by the Policy; and such change shall take effect 
upon the endorsement thereof upon the Policy by the Company. After such endorsement, the change will relate back to 
and take effect as of the time the Owner signed the request, whether the Insured be living on the date of such endorsement or 
not, bur without prejudice to the Company on account of any payment made by it before receipt of such request at its 
Home Office. If no Beneficiary survive the Insured. then the Net Proceeds of this Policy payable on account of the death 
of the Insured shal! be payable to the executors or administrators of the Insured, whether or not the right to change the 
Beneficiary has been reserved to the Owner 
11. REINSTATEMENT. If this Policy lapse for non-payment of any premium, and if it has not been surrendered to the 
Company or its extension period (if any) expired, it may be reinstated at any time within three years from the due date 
of such premium, by the furnishing of evidence, satisfactory to the Cor-pany, of the insurability of the Insured, and the 
paymenc of all overdue premiums with interest at the rate of 5 per cent, compounded annually, and the payment or rein- 
statement of any indebtedness to the Company on account of or secured by this Policy, with interest at the rate stipulated in 
the evidence of such indebtedness 
12. LOANS. At any time after premiums have been paid hereon for the number of years for which a Value is first shown 
in the Table of Values, and while the Policy is in full force or in force as Paid-Up Insurance (but not as Extended Term 
Insurance) upon receipt of a proper loan agreement with proper assignment to the Company of the Policy, the Company will 
advance, as a loan on the sole security of the Policy, a sum which shall not exceed the Value of this Policy at the end of the 
then current policy year. Any indebtedness to the Company on account of or secured by this Policy, any unpaid premiums to 
the end of the then current policy year, and interest to the end of the then current policy year will be deducted from the loan. 

The Company shall have the right to defer the making of a loan hereon (unless for the purpose of paying premiums on 
policies in this Company) for the period permitted by law but not exceding six months from the date written request for 
such loan is received by the Company. 

Interest on the loan shall be at the rate of 5 per cent per annum payable annually in advance on each anniversary 
date of the Policy. 

Any interest not paid when due shall be added to and become part of the loan, shall bear interest in advance at the . 
same rate, and shall be payable on the same terms and conditions as the original loan, 

The whole or any part (if such is nor less than $10.00) of any policy loan may be repaid at any time prior to the 
death of the Insured and prior to the expiration of the grace period for any premium in default. Interest paid in advance 
on sums repaid will be duly refunded. 

Whenever the total indebtedness on account of and secured by this Policy shall equal or exceed the Value of this 
Policy, this Policy shall terminate but in no event until thirty-one days after notice that such forfeiture will occur has been 
mailed to the last known address of the Owner and of any assignee of record at the Company's Home Office. 

13. PREMIUM LOANS. This provision shall be operative only if written request therefor is madé in the application for , 
this Policy or is subsequently filed in the Company's Home Office. If made operative by request, this provision shall be 
effective until such time as written request for its discontinuance is received at the Company's Home Office. 

If a premium is not paid when due, or within the grace period, and provided the “premium loan value” is equal 
to or greater than the unpaid premium with interest thereon in advance at 5 per cent per annum from its due date to the 
due date of the next premium, such premium shall not be in defaule but the Company automatically will pay such premium. 
The amount of the premium with interest thereon, as af id, shall i 


‘ ap loan secured by this policy 
in priority of any assignee or any other person. The “premium loan value” is defined to be the cash value as of the date 
to which premiums will be paid if a premium loan is leted less all existing indebtedness with interest thereon to said 


date. Any premium loan hereunder shall bear interest and such loan and interest shal! be subject to the provisions of Section 
12 of this Policy entitled “Loans.” The Company, before completing any premium loan, shall have the right to change the 
mode of premium payment to any other mode under which a premium loan may be made. 

14. PAYMENT OF PREMIUMS. Premiums on this Policy may be paid annually, semi-annually, quarterly, or monthly, in 
the amounts and as shown in the Schedule on the first page of this Policy, if a premium for the selected manner of payment 
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is shown in the above referred to Schedule. Annual premiums are due at intervals of twelve policy months, semi-annual 
premiums at intervals of six policy months, quarterly premiums at intervals of three policy months, and monthly premiums 
at intervals of one policy month. 

Policy months, policy years and anniversaries shall be computed from the date the First Policy Year Begins. The first 
and each subsequent policy month terminates on the corresponding day of the next succeeding calendar month. Policy 
years end on the anniversary of the date the First Policy Year Begins 

The payment of any premium shall not maintain this Policy in force beyond the date when the next premium becomes due, 
and, if any premium shall not be paid when due, this Policy shall thereupon terminate, except as herein provided. The first pr 
mium will maintain the Policy until the end of a year, half-year, quarter-year, or month (according as an annual, semi-annual, 
quarterly, or monthly premium as designated in the Schedule is actually paid) from the date the First Policy Year Begins 

Each subsequent premium is due at the expiration of the interval of time for which the preceding premium was paid 
until premiums have been paid for the number of years shown in the Schedule or until the prior death of the Insured. The 
manner of premium payment may be changed from time to time, and the manner in which any payment is made shall be 
considered the manner for payment of subsequent premiums, until a different basis is selected 

All premiums are payable in advance at the Home Office of the Company, or to an Authorized Collector of the Com- 
pany, upon delivery of the official receipt of the Company, signed by one of the following officers, viz., President, Secretary, 
or Treasurer, and countersigned by said Authorized Collector 

If this Policy becomes a claim by death while in force on a premium paying basis, no refund shall be made of any premium 
or premiums as shall have been paid for any period up to the end of the policy year in which the death of the Insured occurred 

A check or draft given for any premium or other obligation, unless actually paid upon its presentation to the bank 
or person drawn upon, shall never be considered as payment of such premium or other obligation 


In the event that notice of forfemure is mailed to the Owner and any assignee of record under the provision hereof’ 


entitled “Loans” due to the total indebtedness secured by this Policy equaling or exceeding the Value of this Pol the 
Company before accepting any further sums tendered as a premium payment, shall have the right to require that the tocal 
indebtedness be reduced prior to the date of such forfeiture so that such total indebtedness together with interest in advance 
to the rext premium due date shall not exceed the Value at such next premium due date 


15. GRACE FOR PAYMENT OF PREMIUMS. After payment of the first premium, a grace of thirty-one days is hereby 
granted for the payment of every premium, during which time the insurance shall continue in force 


If the Insured die during the period of grace, any overdue premium will be deducted from any amount payable here 
on in any settlement hereunder 


16. BASIS OF RESERVES AND VALUES. All reserves, Net Values, Adjusted Premiums and single premiums are calcu 
lated on the basis of the Commissioners 1941 Standard Ordinary Table of Mortality and compound interest at the race of 
31 per cent per annum, and on the assumption that death occurs at the end of the policy year of death, except that in 
calculating single premiums and reserves for Extended Term Insurance Non-Forfeiture Benefit, the rate of mortality 
assumed is 130 per cent of the rate of mortality according to the Commissioners 1941 Standard Ordinary Table of Mor- 
tality. The reserves for this Policy are computed by the Commissioners Reserve Valuation Method 


17. NET VALUE OF NON-FORFEITURE BENEFIT. In event of default in any premium payment, the Value of the Policy 
will be computed by the Company using the Commissioners Standard Non-Forfeiture Value Method with Adjusted Premium 
as defined in the Standard Non-Forfeiture Law recommended by the National Association of Insurance Commissioners in 
December 1942 and the Value so computed, decreased by any indebtedness on or secured by the Policy, shall be the Net 
Value of the Policy and shall be the basis of any Non-Forfeiture Benefit provided by the Policy, provided that after premiums 
have been paid*for three full years, the Value shall in no case be less than the reserve less 2!/) per cent of the Sum Ins aired 
The Cash Surtender Values and the Extended Term Insurance Non-Ferfeiture Benefits and the Paid-Up Insurance Non 
Forfeiture Benefits are not less than the minimum values and benefi's required by or pursuant to any applicable scacute 
of the state in which this Policy is delivered 


18. AUTOMATIC EXTENDED TERM INSURANCE NON-FORFEITURE BENEFIT. After the payment of premiums for ar 
least the number of years for which a Value is first shown in the Table of Values, if default be made in the payment of 
any subsequent premium, this Policy, without action on the part of the Owner, shall be continued in force as Non-Partict 
pating Extended Term Insurance. Such Extended Term Insurance shall be for the Sum Insured by this Policy (the Sum 
Insured during the extension period shall be in accordance with the Schedule on the first page of this Policy as if the Policy 
were in full force on a premium paving basis), decreased by any indebtedness to the Company on the Policy. The period 
of the Extended Term Insurance shall begin on the due date of the premium in default and shall be such as the Net Value 
of the Policy at such premium due date, will purchase as a net single premium at the then attained age of the Insured. For 
the purpose of determining such single premium, the attained age shall always be expressed in whole years and shall be 
the sum of (1) the age, nearest birthday. of the Insured at the date the First Policy Year Begins and (2) the number of years 
Premiums paid; any fraction of a year less than one-half shall be disreearded, and anv fraction of a year, one half or 
greater, shall be regarded as a full additional year. Subject to the conditions of the Policy, the said Extended Term Insur 
ance shall be payable in event of the death of the Insured during the period of the extension 

19. PAID-UP INSURANCE NON-FORFEITURE BENEFIT. After the payment of premiums for ar least the number of years 
for which a Value is first shown in the Table of Values, the Owner, within sixty days from the due date of any premium in 
default, may elect by notice to the Company in writing accompanied by the Policy for endorsement, in lieu of all other 
Non-Forfeiture Benefits provided herein to secure Non-Participating Paid-Up Insurance. The amount of Paid-Up Insur 
ance shall be such as the Net Value of the Policy at such premium due date will purchase as a net single premium ac the 
then attained age of the Insured, as such age is defined in the provision entitled “Automatic Extended Term Insurance Non 
Forfeiture Benefit”; provided, however, that the amount payable at death of the Insured under such Paid-Up Insurance 
shall not exceed the Sum Insured as provided in the Schedule on page one of this Policy. Said Paid-Up Insurance shall be 
payable at the same time and on the same conditions as the original amount of this Policy 


20. CASH SURRENDER VALUE NON-FORFEITURE BENEFIT. After the payment of premiums for ar least the number of 
years for which a Value is first shown in the Table of Values, in lieu of all other Non-Forfeiture Benefits provided herein, 
upon legal surrender of the Policy to the Company on or within sixty days after the due dace of any premium in default, the 
Net Value will be paid in cash 

If this Policy become Paid-Up or Extended Term Insurance, upon legal surrender of the Policy to the Company within 
thirty days of any subsequent policy anniversary, a Net Cash Surrender Value will be paid, which shall be the reserve for the 
Paid-Up or Extended Term Insurance on such anniversary less any indebtedness to the Company hereon 

The Company shall have che right to defer the payment of any Cash Surrender Value of this Policy for the period permitted 
by law but not exceeding six months from the date written request for such Cash Surrender Value is received by the Company. 


21. USE OF TABLE OF VALUES OF NON-FORFEITURE BENEFITS. Only the Table of Non-Forfeiture Benefits, headed 
by the Insured’s age, nearest birthday, at the date the First Policy Year Begins, applies to this Policy 

The figures in the Table are for a policy such that the Sum Insured in the first policy year is $1,000. The Cash 
Surrender Values and Paid-Up Life Insurance for other amounts will be in proportion to the Sum Insured in the first 
policy year, but the period of Extended Term Insurance will be the same. 

The figures in the Table are on the assumption that there is no indebtedness to the Company on account of this 
Policy and that premiums have been paid in full for the number of years shown. If premiums have been paid fur periods 
less than the number of years for which a value is first shown in the Table, Non-Forfeiture Values are zero. Values for any 
number of yeats greater than shown in the Table will be computed as described in the provisions entitled “Net Value 
of Non-Forfeiture Benefit” and “Basis for Reserves and Values” and will be furnished on request. Cash Values corre- 
sponding to a number of years’ ee paid intermediate between any two values shown in the Table shall be obtained by 
prorating between such pair of Cash Values. The amounts of Paid-Up Insurance in excess of $1,000 shown in the Table are 


the amounts payable only if the death of the Insured occurs after rwenty-three years from beginning of the First Policy Year. 
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SALES OF COMMERCIAL LIFE INSURANCE 


AMERICAN STANDARD LIFE 
INSURANCE COMPANY 


FORT WORTH, TEXAS 
SUPPLEMENTAL CONTRACT 


WAIVER OF PREMIUM BENEFIT IN EVENT OF DEATH 
OF PREMIUM PAYOR 


Attached to and made a part of Policy No. 


Issued ow the life of 


| 

Upon receipt of due proofs of the death of 
the Premium Payor, occurring during the lifetime of the Insured before the entire premiums on 
the above described policy shall have been paid in full, and occurring before default in the 
payment of any premium, the Company will waive the remaining premiums; unless the Premium 
Payor shall die by self-destruction, while sane or insane, within two years from the date hereof, 
in which event this benefit shall be automatically terminated and the Company will pay to the 
designated beneficiary the sum actually received for premiums on this benefit, and no more. 


No deductions for premiums so waived shall be made from the sum payable under the 
policy at death or maturity or on the surrender of the policy in accordance with its terms. 


This Supplemental Contract may be cancelled by the Premium Payor on the due date of 
any premium by written request to the Company, together with the policy and this Supple- 
mental Contract to the Company for endorsement of such cancellation thereon, and thereafter 
the total premiums shall be reduced by the amount of the additional premium required under 
this Supplemental Contract. 


This Supplemental Contract shall be valued on the Commissioners 1941 Standard Ordinary 
Table of Mortality with interest at 3% by the net level premium method. 


This Supplemental Contract is issued in consideration of the application as contained in 
the application for said policy, and the payment of the additional monthly premium of 


—_________, which is included in the premium stated in the policy. This benefit, unless 
otherwise provided herein, is subject to all of the terms and conditions of the policy. 


IN TESTIMONY WHEREOF, The American Standard Life Insurance Company has 
caused this Supplemental Contract to be signed at Fort Worth, Texas, as of the __ 


day of 


Secretary President 
Examined by 


form Military-i/PLC 
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REGISTER OF CHANGE OF BENEFICIARY 
NOTE: No change, designation or declaration shall take effect until endorsed on this policy by the prorer officer of the Company 
et the Home Office 
DATE ENDORSED BENEFICIARY RELATIONSHIP ENDORSED BY 
' 
a4 
, 
= 
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OPTIONAL MODES OF SETTLEMENT 
Upon the written request of the Insured the net proceeds of this policy shall be paid to the beneficiary in monthly installments in lieu 
of @ payment in one sum in with the I Table below, provided that the net proceeds of this policy are not less than 
$1000, and that the Payee is not a firm or corporation 


Amount of Instaliments Per $1,000 of Net Proceeds 


Amount of Amount of Number Amount of Nurber 
of Yeors Monthly ot Years ‘onthiy | ef Yeors | Ye 
Poyabie Poyoble Insteliments | Poyabie Instoliments | Poyable 

$84.47 9 $10.53 $6.23 
2 | 42.86 10 961 18 | 5.96 } 26 
3 28.99 8.86 5.73 7 
4 22.06 | 824 2 | 551 28 
5 1791 13 7.71 21 5.32 29 
6 15.14 | 14 | 7.26 22 5.15 30 
7 13.16 is | 687 8 499 31 
8 11.68 16 6.53 | 24 I 4.84 32 


The Above Settlement Option Shall Be Subject to the Following General Provisions 


‘The Insured may request the cash value of the policy ra any indebtedness on the policy, to be paid in installments of whatever speci- 
fied emounts upon which the Compeny end the Insured ma, 

‘The Beneficiary shell have the same right and sstellant if no such election effected by the Insured is in force when the policy becomes 
a'claim. 

NET PROCEEDS. The net proceeds shal! be the Sum Insured less al! existing indebtedness to the Compeny on account of esd policy. 

PAYMENTS. Te first installment payment shall be made immediately upon approval of claim for if and 
Ppeyments periodically in eccordance with the terms of payment selected. 

COMMUTATION. If the Insured hese requested thet the proceeds of this policy be psid in installments, no payee can either assign or 
comroute the unpaid instellments unless such right is given in writing by the Insured and endorsed on this policy by the Company during 
the lifetime of the Insured 

EVIDENCE THAT PAYEE IS ALIVE. The Company, prior to making any payment hereunder may reqxest satisfactory evidence that 
the Payee is slive and in case request is made for such proof, seid payment shall not be made or deemed due until such evidence shall 
have been received at the Home Office of the Company. 

DEATH OF PAYEE. If the Payee should die before all of the specified number of installments certain have been paid or while any part 
of the proceeds of this policy is being held by the Company, the then present value of the unpaid certain at 
three per cent (3°) per ennum compound interest or the unpaid proceeds held by the Company sball be peid in one sum to the execu- 
tors, administrators, or assigns of the Payee unless otherwise requested in writing by the Insured. 

REVOCATION. The Insured may, in writing, and with the written consent of any assignee of record, change or revoke any selections 
under these options while this policy is in force, but no selection, change or revocation shail take effect until endorsed on this policy by 
the Company 

CERTIFICATE OF PAYMENT. When the proceeds of this policy become payable, it must be surrendered, end the Company shell deliver 
to each beneficiary @ certificate showing the rights and benefits of such beneficiary or beneficiaries under the optians selected by the Insured. 

If this policy is assigned, or if the amount of sech peyment Ws 
evailable only with the Compeny's consent. 


| 
| 
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ALBACH EXHIBIT No. 3 
ATBACH No. 4 


EUROPEAN ASSOCIATION OF LIFE UNDERWRITERS, 
Frankfurt-Main, Germany, Zeil 86. 
CERTIFICATE 
I have read and fully understand USAREUR Circular No. 26 and understand 
that any violation of or failure to comply with the provisions of that regulation 
will result in the revocation of my privilege to solicit life-insurance business 
within the United States areas of responsibility in Germany (including the 
Western Area Command). 
(Signed) William Alhbach, 
(Typed) WILLIAM ALRACH, 
American Standard Life Insurance Co. 
Passport No. 380707, License No, 53947. 


ALLOTMENT AUTHORIZATION AUS” 
START OR STOP ALLOTMENTS 
(Use @ Separate Parm tor Back Class) 
1, CLAGS OF ALLOTMENT (Check ane) : 
[Je (PWS SPACE RESERVED FOR ADDRESSOGRAPH STAMP) 
MALOTTER (Last name Middle imitial) Ts NO. DATE OF ENLISTMENT TRANSMIT TAs, 
NE DAVE OF MLOTMENT is MOUNT AGEOPALLOTTEE | 18. TD FIRST PRE @ ot Woniy) 
| Anorican Stendard Life fasurance 
j 
Pert 
CLASS AMOUNT TS MADE REASON ? NAME OF 
| i (Month and Your) 
THIS BLOCK To BR COMPLETED IN 6 YING OFNCER BRIEP STAM? 
ERS OWN BAN WRITING CERTIPY THAT AFTOR ABOVE CHANGES WERE 
| FORMER Sur ners AMOUNT 
FORMER SERVE NO (9) TYPED NAHE, GRADE a 
FAMILY AL- 
SEGNATURE OF ALLOTTES SIGNATURE OF CERTIFVING OFFICER SIGNA, URE OF DISBURSING OFFICER 
fons 
DD 1 MAR SO 234 Repinces NME Form 294, Jun 43, which mey be 
ALLOTMENT AUTHORIZATION 
¥O START GR STOP ALLOTMENTS 
{tse 2 Separare Por tor Claas} 
OF MENT (Cheek ane} 
te (THIS SPACE KESERVEL POR APDRESSOCRAPH STAMP; 
zy. 
ameriscen Standard Life Insurenee Co; . 
Waggoner Building 
DEDUCTION 
i Month aad Yeas} 
ALLOTTER’S GAN BANDWEITING THST AFTER THE ABOVE CHANCES WERE EF OFFICER 
SMIGTING FAGILY ALAGWANCES AND ALLOTMANTS 
TERED 
TYPED MAME GRADE AND ORGANIZATION | 
th 
ARE OF MLCTTER SIGHATURE OF CER TF ONG OFFICER SIGNATURE OF OLBURSING OFFICER 


DD + maa Dad NMS t Jap whied arty be 


| 
| 
| | 
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APPLICATION te the AMPRICAN STANDARD INST! RANCE co. ‘ot Fort Worth, Texas 
ts Beneficiary Indemnity devived and cost Ineleded im the amount ot Premicms” 
Nana Jounie FRNEST pate of birth 
Raed (pd Seviat No RA. 463 _. State where vou were dors ANA. 
Military Address Me Le. you draw titght vay? 
©. pilot, give total hours sale experience 
Home Adres Hitt Aue HOME OFFICE USE 
Are er Married” (Circte one} 
What ix your present Height? ISG 
Benefictars LEANO Relation Mether 
Street, Box No, ar Route five. Hate of Birth Juns 
City and State WHEATON House 
Condition of Health Geo Mut Peiiey to Bene 


fre ye. 


hefote wy 


Dated at this. L¥ daw af 12 


Gerver ment Parton’) Bi visine Mant db there 


ALLOTMENT AUTHORIZATION 
TO START OR STOP ALLGTMENTS x 
(ise » Form for Fach 
1. CLASS OF ALLOTMENT (Cheod one) 


fis ye (THIS SPACE RESERVED FOR ADDRSSSOGRAPH STAMP) 
MAOTTEN (Lect Firat Middle SERVICE Mo TS. OATE OF ENLISTMENT Ta THANSMITTAL, 
1” 
Leyis - Winifried | Pvt. BA 15380724 
SYFicTiws GATE OF ALLOTMENT AGE OP ALLOTTER FIRST DENUCTION FOR PREMI IM (D ot W aniy) 
: American Standard Life Inburance Co; | 
| 


facgoner Building 


FINAL DEDUCTION 


CLASS AMOUNT BE MADE % REASON AME. OF ALLOTT AE 

| (Month ond Yoar) 

; 

‘THIS BLOCK TO BE COMPLETED IN BRIEF STAMP 
ALLOTTER'S QWN HANDWRITING ORTIY THAT AFTER THE ABOVE CHANGES WERE EFFECTED. | 

= CAISTING FAMELY ES AMD ALLOTMENTS BY 

FORMER NAME(S) ony) CLASS ABD AMOUNT ARE AS FOLLOWS. 


‘ THe | THe 


CHANGES 
j 
ON THE ALLOTTERS 
MILITARY 
Ri AND THAT 
PORMER SERVICE NO (5) Uf any) TYPED NAME, GRACE AND OAGANIZATION | DATE STATEMENT OF EX- 
STING FAMALY AL 
| care 
SIGNATURE oF “‘mLorTER SIGNATURE OF CERTIFYING OFFICER | SIGNATURE OF DISBURSING OFFICER: 


DD 234 Repines NME Form 24, Fan 49, may be need. AGL «) 
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TO START OR STOP ALLOTMENTS 
(Use Separste Form tas Exch Clase) 
oF ALLOTMENT (Chank 
mie (TRIS SPACE RESERVED FOR ADORESSOGRAPH STAMP) 
2 ALOTTER (Lest name First Middle initial) GRADE SERVICE SATE OF 6 
no 
Ellis Henry | RA 14402853 
i i rom MONTH AMOUNT 
a | Waggoner Builds ng 
{ DEDUCTION. | 
TO RE Male REA LOTT 
} (Month and Year) | 
H 
THIS BLOCK TO HE PLETED IN BRIBE STAMP 
ALLOTTERS OWN HANDWRITING CERTIEY THAT AFTOR THE ABOVE CHANGES WERE EFFECTED, 
THE SXUSTING FAMILY ALLOWANCES AMO ALLOTMENTS BY 
MANETS) any) CLASS AND AMOUNT ARE AS FOLLOWS: { CERTIFY TRAT THe 
MVE CHARGES 
* Have ENTERCD 
PAY 
RECORD AMO TRAT 
FORMER NO (S) (If any) TYPED WANE, GARDE AND ORGANZA TION | DATE SATEMENT, OF EX 
~~ LOWARCES 
SIGNATURE OF ALLOTTER SIGNATURE OF CERTIFYING OFFICER SIGRATURE OF OISBYRSING OFFICER 


DD + MAR 234 Replaces NME Form a4, i Jun 49, whieh may te used. AGEL ti) 2-52- 


wy APPLICATION - the AMERICAN STANDARD LIFE INSURANCE CO. of Fort Worth. Texas 


apply for a $_. Jor, —=_poticy on the Alpe an. Preminms $ 

Ys Beneficiary Double Indemnity desired and cost in the amount of Premiamet. 

Government. AHotment Date. Policy Date... 

. Seriat xo KA State where you Were 

Miltary Address... & DO you draw thght pay 7. 

Le. a pilot, give total hours solic experience 

Home HOME OFFICE USE 


Are you Eingie or Married? (Circle one). 
Wheat is present Height? Weight 7 


Street, Box No., or Route bre: £77 Date of Birth \ 
oat shail be no Uability Rereunder until the first premium actually paid. my lifetime f hereby authorize my Phy- 
has or may attend me to to Company eny information Urus scauir 
that, wcted by me writing the Automatic Premium Loan provision de effective 
further certif> thet the answers each and one one of the stove questions are true to the best af my and were miersd my 
Witnessed 


Personne! Divisian Apphcan’s Name Must Be Signed Here 


i 
@ 
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ALLOTMENT AUTHORIZATION 
TO START OR STOP ALLOTMENTS 
(Use a Separate Farm tog Bath 
4, CLASS OF ALLOTMENT (Chec? one) 


(je (THIS SPACE RESERVED FOR ADDRESSOGRAPH STAMP) 
(Last nome Pit name Middle initio) Grave NO OF On MENT 
Lewis - Winifried RA 15380724 
j EFFECTIVE DATE OF ALLE ERT | 8. AMOUNT AOE OF ALLOTTER TO (Bor Nong) 
10. 46 Uf minor) ALG 


American Stendard Life Insurance Co; 

Wee goner Building 


ALLOTMENT 


REASON 
(Mane end 


OF ALLOTTES 


Fort. ~ Texas 


4 %e 


STING FAMILY ALOWANTES AND ALLOTMENTS SY 


FORMER any) NAME, ORADE AWD | BATE 


+ FRAT THE 


BRIEF STAMP 


ISTING FAMILY 
LOWANCES. 
BEEN VERIFIED, 
SIONA THRE OF SIGNATURE OF OF CERTIFYING OFFICER UGHATURE OF DIGHURSING OFFICER 
= 


DD. {was 234 NME Porm 24, Jan @, which wey de 


AGL (1) 29188 


ALLOTMENT AUTHORIZATION 
TO START GR STOP ALLOTMENTS 


= 


. 


fie (THIS SPACE RESERVAD POR ADDRESSOGRAPH STAMP) 


AGE RELATIONSINP TO | FIRST DEDUCTION FOR (D of W onty> 


+ 
HONE 
: vine OM TRE bd 
i MELTTARY PAY 
BEEN 
OF DIGHATURE OF COMTIFVING OFFICER SIGHATURE OF DISBURSING OFFICER 


j 
| 
| 
| 
| 
| 
| 
= 
j= 
: 
AONE, CHANGES 
STATEMENT OF 
| 
L_ 
} 
| 
| 
| 
| 
| 1 
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wh APPLICATION to the AMERICAN STANDARIF LIFE INSURANCE CO. of Bort Werth, Texar i 
apply for as Je policy onthe dd yr Pian Premiums s £6 3.2. 
fe ficiary Rouble desired and cost inchided in the amouni of Premiums” 
Government Aliptment Date Policy Date 
Name Wiyid hewis Date of Birch "hic. 
Rank for. Serial No. RA 722 State where vou were born 4 4% ya 
Military Address AF 2. ¥4 you draw flight pay 
Ente Gt. J 7 pilot. vive total hours sole experience 
Rome. Address (RANGE HOME OF FICE USE 
Are you Single or Married” (Circle une 
| What present Height? Weight? 167 | 
Renefictary Mas «a4 Relation to you GR AF 
Street, Hox No, or Date of Birth 4. #50 
City and State fu (REA Orespation Ae ts 
i Condition of Heath Mali Policy to Met 
of the are tree ta the beet of aw tetyr in my presepre wet enetere! Hem 
| tore. “atti Pay 
Datert at U thin fd day ot We fe bar wd? 
’ 


ALLOTMENT AUTHORIZATION 
TO START 08 STOP ALLOTMENTS 
(ise « Sepa ate Form far Rach Claes) 


(TRIS SPACT RESERVED FOR ADDRESSCGRAPH STAMP) 


$y j 
Pox Sx 
23 Month and Pears! 
stacs OMMLET RD CERTH YING BRIBE STAMP 
@ RAVE BEE) EXTERED 
MILITARY PAY 
RECORD AND THAT 
PER TYPED GRADE, ORGANSZATION | Toate STATEMENT OF 
STING FAMILY 
LOWANCES ANDIOR 
SEEN VERIFIED. 
SHONATORE OF CERTICYING OFFICER SIGNATURE OF DISBURSING OFFICER 


| 
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ve. 


APPLICATION to the AMERICAN — LIFE INSURANCE CO-of Fort Worth. Texas 
Is Beneficiary Double Indemnity detired and cost included in the of 
Government Afotment Date Policy Date. 
Nome... _—MATRICK 8B. Wedemeyer iat 
Rank feels... Me US _. State where you were born. ALY. 
MiVtary Address. fo. Da you draw fight pay 7 
fi. LC, pilot, give total hours selo experience... 
Home Addressa West HOME OPFICE USE 
Are ngle or {(Corele ong}. 
What is your prezent Height Weight * 
Benefiela Any Relation to you. 
Street, Bax No, or Route 2. of sith Ayre t, AP 


ngrer that there te be ba the frest premiutn te peng paid. i Reredy authorise my Phy- 
ot 


nesrance Corapany any intortne: 

age n atic Laan provistess be e Live. 

furher try one of the atove questions tue te dept of my Knowledge and were entered in my 


Wiinessed by 


Government Perannel Divison Appitrant’s Maste Be Here 


JUVENILE APPLICATION to the AMERICAN STANDARD LIFE INSURANCE CO. of Fort Worth, Texas 


thereby fora pokey on the AF Ya SAUAGS Ins. Plan, Premiams R. 
Is Payor Death Benefit desired and cost included > 

Street, Box No., or Reare CEDAR SIACET Relation to Payor Sew 


HOME OFFICE 3 
Payor's DR RWIN LEE Cunning 
Rank 


Serial No RA Dare of Binh (927 


Chitd’s Height Wen 22 les indhild in good heskh and tom any detect, 
physical or mental? YES... $f not, explety 
Ha» any nember of the child’s family ever had tuberculosis, or chronic cough, oF 


imental discase? so, explain 
insurance applied for mare than amount of insurance now carried by Payot? Ne. If so, explain 

GF other than Payor 

Street, Bor No, or Route Relation to Chit. fa Aber. 

and State Mail Policy to MI ry reg 


chat the arewers etch ancl erery one ot the shove are to the bot ot my Rmowledge and were eatared ia my presenuc at them 


Dated at DAR AS( HOF =. day, of Deas ber 
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ACHTUNG WICHTIG! 


Yofort alle noch am Yand 
ARGOSY 
mut nachstein Rotwun tilly 
in die Office schucRei. 


NOTICE IMPORTANT! 


411 ARGOSY magazines still at your stand will be sent to the office immediately 
by the next return tally. 


/e/ Rudolf Schmitt 


A TRUE TRANSLATION: A TRUE COPY: 
Hewecsere, 6 November 1954. 
To: All Newstand Managers. 


PLEASE READ AND COMPLY 
1. Extracted. 
2. The November issue of the Argosy magazine will be sold out. Should you : 
believe that this is not possible in your stand, notify this office so that we can 
transfer the magazine to other stands, 
3. Extracted. 


s/ Rudolf Schmitt, 
/t/ Rupo_tr ScHMITT, 
Adm, Asst. 


| 
/e/ Rudolf Schmitt 
x 


